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IX 


ABSTRACT REPORT. 


Object of Abstract Beport. 


1. In order to facilitate an appreciation of our vievrs by persons to whom 

our Report may appear too detailed and 
teclinical, U'e have deemed it convenient 
to prepare an abstract dealing only nitb those points which are of lai’ger 
importance. Eor this reason wc do not propose to enter into great detail and 
our remarhs in this abstract must be bold to bo supplemented by what we have 
said in our main Report. Eor the same reason we shall refer to agricultural 
credit societies only among primary societies, as societies of this nature form 
13,715 out of the ld‘,5G6 pi’imary societies which bare come into existence sines 
co-operation first obtained a footing in India in 190i. 


The Primary Socleip. 


2. A primary agricultural co-operative credit society is formed in its 

first stage by a number of individuals, 
not less than ten, who, because they are 
unable individually to obtain the credit Avhich is necessary for their small 
agricultural operations either in adequate quantity or at rates or on terms of 
honest dealing which enable them to work at a profit, combine together to 
obtain this necessary credit on reasonable conditions. To effect this each 
becomes liable for the debts of the society to the extent of the whole of his assets. 
If in this combination there is a number of well-to-do persons who have 
joined, not to obtain credit facilities they already possess, but to assist their 
poorer friends, it is obvious that the addition they bring to the total of the assets 
of the individual members provides a substantial security to a creditor for any 
money lent to the society and used by the jDOorer members. If, on the other 
hand, all the members are of the same class, too poor individually to be trusted 
with any loan at a rate of interest which does not include a very large proper- ' 
tion of insurance to guard against the risk of non-repayment, it is equally 
obvious that the risk on the loans is in no way diminished from a purely material 
point of view by the combination. It will not, we think, be found frequent 
in practice in India for men of substantial position to join a society to 
support the credit of their poorer neighbours, and consequently it may be 
taken that the majority of societies belong to tlie latter class. It is true 
that even in that case the total assets of the members may, and gene- 
rally do in practice, total uj) to a nominal saleable value, based on the rates 
obtained at occasional sales, considerably in excess of the total loans granted. 
It is, however, probable that in the event of the forced sale of a number or all of 
these assets, the amount realised would he found to he very much less than that 
at which they had been valued and might in many cases fail to cover the debts 
of the societies, the more especially if many such sales were taking place simul- 
taneously within a small area. Hence it is clear that the creditors’ real security 
consists not in the material assets of the members but in the .ability and desire 
of the membei-sS to put the borrowed money to productive uses and to repay the 
loan out of the profits made thereby. 

Each loan should mean so much earning capacity, so much producing power 
for the individual borrower. The guarantee consists in the expectation that each 
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member of the society knowing that he stands to lose his allhy the default o[ the 
others, will exert moral pressure on his eo-incinhcrs to ensure that they use for a 
proper productive purpose the money which they have horrowed and duly repay it 
at the appointed lime. Theseeurityin factliesiu llicuse of each loan for genuine 
productive purposes, the honesty and thrift of the nicmhers, the watchfulness 
they exercise over each other, the moral influence which they bring to bear 
upon dishonest or unthrifty co-memhers and ilic feeling of solidarity wliich is 
usually awakened by assooiation for a common purpose. Thest! represent 
the essential elements of co-operation in i<s poiTcctcd form and it is in 
the presence of these elements that the business aspeot of co-operation also finds 
its best security. The societies, as wc have said in our Report, must in the first 
place he co-operative and must ftu lhorbe himnesii-HI,‘c.\ The two qualifications 
are largely inter-dependent, hut for the sake of clearness it will ho convenient to 
deal with them separately as far as possible. 

3. The society to he fully co-opcralice must fulfil many conditions. The 

Ihcorv nndcrlvins co-operation is that 
ConflUhm neco>sa,y fo ,„okc a socidy individuals^ are enabled to improve 

CO opera tve. their individual productive capacity and 

consequently their material and moral position, by combining among themselves 
and bringing into tliis combination a moral efl'ort and a progressively develo[)ing 
realisation of moral obligation. Tho movement is essentially a moral one and it 
is individualistic rather than socialistic. It jirovidcs as a substitute for material 
assets iionesty and a sense of moral obligation, and keeps in view the moral 
rather than the material sanction. Hence the first condition obviously is that 
•every member should have a knowledge of the principles of co-operation, if this 
co-operation is to be real and not a sham. In tho formation of a society the first 
essential is the careful selection as members of honest men, or at any rate of 
men who have given satisfactory guarantees of their intention to lead an honest 
life in future. As regards the dealings of the society, it sliould lend to its mem- 
bers only, and the loans must in no circurastanccs be for speculative purposes, 
which, so far from encouraging: thrift and honesty, have exactly the opposite effect. 
Loans should he given only for productive purposes or for necessaries which, 
as essentials of daily life, can fairly be classed as productive. The borrowers 
•should he required to satisfy their fellows that they are in a position to repay 
the loans from the income that they will derive from their- increased jiroductivc 
•capacity, or that by the exercise of thrift they can effect a margin of income over 
•expenditure which will suffice to meet the instalments of tlieir loans as they fall 
due. When a loan has been given, it is essential that the committee of the 
society and the other members should exercise a vigilant watch that the money 
•is expended on the purpose for which tho loan Avas granted. If it is im- 
properly applied, it should be at ouce recalled. It is further advisable to add 
to the general supervision of the society the special supervision of individual 
members, by taking personal sureties in the case of each loan. In the pvent 
of any default by the borrower an instant demand should he made on 
these sureties. In the more general matters of the society’s business there 
should, of course, he a committee of management Avith a president and a secre-- 
tai-y, all of whom, except those avIio perform purely clerical duties and have no 
voice in the management, should be members of the society and give their 
•services to it gratuitously. At the same time the ultimate authority should 
never he delegated to the office bearers, but should be retained in the hands of 
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the members, who must contimie to tahe a jiractical interest in the business of 
the society. With this object the constitution should be purely republican ; each 
member should have one vote and no niore in the general meeting and all 
business should bo transacted with the maximum of publicity within thesociet3^ 
JPor example there should be kept in some place open to the inspection of every 
member a list showing the loans issued to every member, the names of bis 
sureties and the amount of the loan still unpaid, and each member should.be 
required to know gcmerallj^ how this account stands : general meetings should be 
frequently held at which the accounts and affairs of the society are fully dis* 
cussed and explained. The oxijrcss object of the society should be the develop- 
ment of thrift among its members, with the hope too that this idea of thrift 
will spread in the Jieighbourhood. To effect this object loans must be 
given only when they are really necessary and desirable. Purther the develop- 
ment of thrift and of a proprietory interest in the society should be aided by 
•efforts to build up as soon as iiossible a strong reserve fund from jirofits. 
The society must also be encouraged to obtain as much as po.ssible of its capital 
from the savings wbicb its teaching and example hare brought about among 
its members and their neighbours. With all these must go the elementary busi- 
ness principles of bonestj’-, punctuality, proper accounts, diligence and paj’-ment 
when due. To ensuro all this there must be adequate control from within, in- 
creasing vigilance and supervision by the oBice bearers and a continuous effort 
by member.^ in learning the principles of co-operation, in meeting frequently, in 
watching others, in working bard and observing thrift, and in punctual repay- 
ment of their own loans as they fall due. 


-I. There arc three matters in this connection which we consider to be 

of special importance : — (t) the starting of 
new societies and the size of societies, (ii) 
the period for which loans are granted to members, and (Hi) the rate of interest 


Three special points. 


•charged on loans. 


With reference to the storting of new societies we have recommended that the 

utmost care should be exercised in permit- 
ting the formation of a society and that 


(i) New Societies and their size. 


thellegistrar should only consent to register a society after he is convinced that 
its prospective members understand co-operative lu’inciples and duties and are 
prepared to act up to them and that there is a reasonable probability that they 
will do so. Any general spirit of official propagandism of primary societies would 
•in our opinion now be a grave mistake. The movement has spread sufficiently 
to enable the villagers in most provinces to have an opportunity of seeing 
a society in being and to take steps to form a society of their own, should they 
-consider that the inducements are sufficient. The members sliouJd be suffi- 
ciently acquainted with each other to know whom to trust and whom not 
to trust and to be able to exercise genuine supervision over each other’s dealings. 
Consequently large societies are to be deprec-ated. Undoubtedly large societies 
•do exist and prosper up to a point, but it will be found in practice that these 
depend for their existence on the efforts of the president or a small committee, 
and that the ordinary member takes little interest and has practically no voice 
iin the management or affairs of his society. The co-operative safeguards are 
therefore absent, and everything depends upon the honesty and business quali- 
•ties of the committee. We have noticed moreover that it is from societies 



of tliis nature that the majority of complaints have come that raembors who are 
perfectly well able to repay are contumaciously refusing to do so. This is- 
only to he c.vpectcd when there is an absence of the co-operative elements of' 
mutual watchfulness and i-upervision and of the exorcise of moral pressure. 
It is itnj)ossil)le to avoid the conclusion that large societies of this nature must 
inevitably lose their co-operative character and degenerate into village . money 
lending concerns. ‘ 


it. The fixation of the period of loans is a point which deserves special con- 
sideration. To take a common instance, a man, who has mortgaged his land and is- 
workingasa daily labourer, applies for a loan of (say) Rs. -tOO to redeem that 
... - , ,, ... land and his fellow members come. to the 

(ii) J/engIfi of loaui ntid llietr renaetneiit. , . ^ . , ,, 

conclusion that, put in the possession of the 
land, lie ran by the c.Ycrcisc of due thrift save Rs. 150 a year. If a loan of 
Rs, too is granted on condition of repayment by two instalinonls within two 
years, liie result must ho to drive the borrower again into debt by forcing him 
to raise <‘lse where the balance required to meet these instalments when they fall 
due. If instalments have heen fixed to Avhich there is admittedly no in- 
tention of adhering, the arrangements of the society for repaying its own 
borrowings must necessarily ho stultified, while other borrowing members- 
who may very well he in a position to pay, arc encouraged to resort 
to procrastination and evasion. On the ether hand a well-to-do tnan, lliough 
hV mighi rc isonahly he gratited a loan to replace plough cattle which had died, 
would probably he in a position to repay that loan sooner tluin another nian 
whose income and necessary expenditure alTordcd a smaller margin. Conversely, 
by allowing three years for the repayment of a loan granted for seed grain, which 
shoulil properly bo repaid after the harvest, direct indnccirncnts to extravagance 
and niitliriftlness are jilaced in the way of the borrower. It is, thorcrore, 
necessary that each society before granting its lojins should consider carefully 
the tlin-; within which, having regard to the ])urpose of the loan and tho- 
eireujiistanees oF the borrower actual repayment can he . properly expected. 
‘When tile jierlod has heen lixed, it should be rigoroasly enforced e.xccpL in 
the eV'-iit of harve-t or iloincstie calamities. Ti:e .system of extending loans as 
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luikr.own, ngricuKnral finance is of course based on ropaymenfs at harvest with* 
in llic twelve mont hs. AA lioro however the cliniatic or other factors render har- 
vests proearions, the agriculi.nr.^l class must ho financed ivith regard to a period 
of years ivhich will eover the average cycle comprising good, bad, and indiderent 
seasons. Tims in an area, wh(‘rc one good, one bad, and two indilTereuf. years 
form the ordinary cycle of seasons the agency financing the cultivator docs so 
on the assumption that the loans will he repaid in full after the first good harvest, 
which may of course not occur until the fourth year. This has been from time 
immemorial (bo ordinary jiraeticc of the money lender, and it seems advisable 
to enter this caveat, as there i<! a tendency to imagine that agricultural finance 
is always worked on a twelvt' months’ basis. 


(5. As regards the inteivst at which loans arc granted to the memhers of 
..... „ , . , , , societies it has sometimes been urged that 

in order to stiniulato the movement and give 
its full heinTits to members of society, the rates of interest should be made 
as low a'! po.<sibie. 'flu’s jioiut of view ignores the dangers of uutliriftiness 
and exlravaganee incidental to too facile credit. It is sound policy for a 
soidetv to start bv loading to member.^ at ratw wbicb are still substantial, 
tbougli very much lower than Iho.so at which, with their precarious credit, 
they could borrow from the locil money lender. Such rates we have fouud 
ill many places to be as much as o(i, IS or (>0 ])crccnt per annum, and in theso 
places a society may very well begin by eharglng 15 or IS per cent. We have; 
on tlic other hand, been told in some places that ample money can be borrowed 
there from local money lonilcr.s at S or 0 per cent per annum or oven lower 
rates. IVo cannot however help thinking that money at this rate is av.ailahle only 
for those who have ample roalisahlc material assi'ts to offer as security, and not for 
those agriculturists whose emancijiation from their present depressed condition 
is the object and juslifio.ation of Government’s c.vpemliture on co-operation. 
In Ibc charge of a high rate of interest on loans to them there is no hardship 
imposed on member.', inasmuch as every penny of profit made on that rate 
is retained for their use and benefit in the .shape of a reserve fund, which 
can he later einjiloycd to enable loans to be made at very much reduced 
rates, when a substantial rc.servc lias been accumulated and the members have 
thoroughly learnt the use and value of money. The matter is one avhich we 
think should lie under the very careful supervision of the Registrar who should 
luave full powers as rcgr.rds controlling the rates at which money is lent to 
members. 

7. Turning to the more purely business aspect position of primary societies, 

we may note that they rely for their 
Busiiii’s asjh'ci. Sources of Capital. funds partly on external and partly on 

internal sources. In the former may he included deposits from members and 
non-members and loans from central financing institutions. In the latter the- 
reserve fund and (in some Provinces) the share capital. 


The amount of capital hitherto obtained in the way of deposits has on the 
T- 7 } whole been disappointing. As long as the 

(j) " deposits received are of a truly local 

character and are made from confidence in the working of the society, every 
effort should be made to secure them, both from members and from non-mem- 

hers. We look to a considerable increase in deposits as an essential to real progress 
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in the future. Per the present, liowcrer, the main source of ouiside capital in 
loam to sociclies,~/iow determined. primary societies consists not in deposits 
Use of Unions. hut in loans from central co-operative 

financing agencies, to whicli nre shall allude further helow. To such agencies ap- 
plications by primary societies for loans are generally made, and such an agency 
on receiving a request for a loan has to consider its treatment. In some cases 
the request is received through the office of the Piegistrar u*ho lias already, after 
receiving the reports of his subordinates, satisfied himself as to whether the loan 
may safely be given and has endorsed his sanction for that amount on the appli- 
cation. In some cases the orders on the loan are passed by the central financing 
institution itself. In such cases it must arrive at a decision based upon the 
reports of the staff which it keeps for that purpose or on the opinion of members 
of its directorate with local knowledge. In other cases, but not generally, a 
society before obtaining a loan has to be admitted to membership of a Union. 
Such a Union is a body of whicii the only members are the primary societies 
within a circle of a radius averaging generally about S miles and at the deli- 
berations of which each member of the society has a number of votes propor- 
tionate to the number of its own membei*s. The duties of the Union are to advise 
on the grant of loans to its constituent societies and to supervise the work- 
ing of these societies. Being composed of societies all drawn from the same 
limited area who arc or should be also shareholders in the central financ- 
ing institution, a body of this kind may safely be presumed to have a fairly 
intimate knowledge of the affairs of its constituent societies and of their in- 
dividual members, and is therefore in a position to give a most useful opinion as 
to the proinicly of any loan asked for by a society, and is also in a position to 
supervise the use of the money borrowed and tlie general working of the 
society, while its momher societies’ interests in the central financing institution 
should ensure a due regard for the latter’s welfare by the refusal to recommend 
any loan rcgai’ding which there was any doubt. It is moreover customary to 
intrcduco ;i further clement of caution into a Union’s recommendations and to 
give each member society a direct interest in keeping other societies up to the 
mark by making it liable to a certain limited extent to make good to the 
central financing institution any loss which such institution may have incurred 
from the default of a society to repay a loan recorameuded by the Union. 
In a j)rovince in which a Union .system obtains any apidication for a loan 
by a society juust first be submitted to the Union which will bring to bear 
upon it a scrutiny, based upon personal knowledge aad sharpened by financial 
responsibility, as to the necessity and productiveness of the loan, the character 
and position of the members of the society, if new, its past history and be- 
haviour, if of some years' standing. If the result of this scrutiny is unsatisfac- 
tory, the loan is not recommended or a loan is recommended of n very much 
diminished amount. The cciitr.il financing institution, provided it has funds 
available with due regard to the claim of other Unions, would in general rarely 
refuse io make .1 loan to the full c.xtcnt recommended by a Union. 


fc. 'J'hc loan, when sanctioned, is issued to tiie society under conditions 

varying in ditferent provinces as to repay- 
''••'/■•v tn.toflo^ f / .. . ....It, of principal and payment of interest. 

In most eases the interest has to be paid regularly each year or half year, hut the 
pmdico ditoTs widely as lf> rciKiyment of principal. In some cases it is rcpij- 
abk- i-y instnhnc.at'; spread over periods varying frjni one to ten years : in others 
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it is repayable in one lump sum after a term of years. It would probably be 
safe to say that on an average most loans from central financing institutions 
to societies arc repaid within three to four years, whether by yearlj’’ instalments 
or in one sum, and that the usual rate of interest charged to the primary society 
is 7 to 0 per cent per annum. It is usually left lo the society after it has received 
the loan, to distribute it among its members in such proportions and. on 
such terms as regards the period of repayment by them as it thinks fit ; and it 
is expected that the central financing institutions should recover repayments 
from the society corresponding to the repayments made to the society itself by 
the meinbers. 


■\Vo have heard it urged on several occasions that the real test of 
cITicicncy in a society is punctual repayment and that if a society is making re- 
payment punctually it may safely be presumed to be in a satisfactory state. It 
is certainly true that a good society will alw.ays be punctual in its repayments, but 
the couA’crsc proposition cannot be admitted. To begin with, a society may be 
making repayments to the central financing institution from deposits entrusted 
to it from time to time and may be making no recoveries at all from its members. 
Or again its members may be misapplying or squandering their loans, while re- 
paying punctually to the society with money temporarily provided by a friend 
or money-lender whom they recoup from tbo balance of a fresh loan, obtained 
from the society for some ostensibly productive object. As a consequence a 
society which is negligent in supervision over its inembers may be iv'ceiviug re- 
gular repayments from them and repaying regularly to the central financing 
institution, while its inombcrs may be sinking further into debt to the extent of 
money which they have borrowed and wasted. This state of affairs can only be 
ascertained by a close examination of the society’s books, coupled with a careful 
enquiry on the spot as to the alTairs of cacli member and the manner in wliieb 
be has utilised bis loans. In the supervision of a society the greatest care should 
be taken to see that the repayments arc genuine, and there is grave danger in 
placing undue reliance on the mere statement of a society’s repayincuts to 
the central financing institution. 


0. It is part of the husincss of the Central Financing Institution to see that 

the credit of the society should be duly as- 
sessed, that is to say that the total external 


Assessmeiii of credit. 


borrowings of a society whether as deposits or as loans should he fixed annually 
.at a certain sum. Without a systematic arrangement of this kind no proper 
relation can he maintained between the credit-worthiness of the societies and the 


liabilities they incur, and wo consider the point of such importance that, for the 
present at least we regard it as essential that the Fegistrar should maintain a 
control over the total amount that a society may borrow from every source, 
and that a maximum limit should be fixed for such borrowings, to be varied 
from time to time as the society shows its growing strength or the reverse. 
When the limits for borrowing have then been fixed any deposits which 
would cause a society’s borrowings to be in excess of that limit would 
have to be refused. Deposits within that maximum should only be taken 
•on condition that the society itself retained sufficient liquid assets to meet 
•the claims of depositors or, as is more suitable, made an arrangement for 
the necessary cover with a central financing institution. The maximum 
•borrowing limit would, as above noted, include borrowings from a central 



•financing institution as n'cllns from oulsidc depositors and members, wliilo loans 
from ono society direct to another should bo ])rocliulod allogcihor. If a sooiety’s 
temporfiiy requirements aro substantially less Iban the borrowing limit 
assigned to it and happen to leave it -with surplus funds, it should ida^ce tlicse 
with the central financing institution. 

10. The internal sources of capital in societies arc, as above staled, the share 
(it) Owned cajdtal. Shm and siirjdiis capital and the reserve. The bulk of the 

societies, at ])resont, have litllo or no 
sbaro capital, and shares constitute a substantial part of the capital in four Prov- 
inces only. It is hard to expect poor peasants to subscribe anything large in the 
way of sbaro capital, but when this can bo obtained, as it usually is, in instal- 
ments, it forms an excellent moans both of inculcating thrift and of provid- 
ing a form of capital owned by the society. Por the bulk of the ‘ owned ' capital 
however, tlic society must look to its reserve fund, that is to the surplus assets 
which it accumulates from its annual profits. The amount of thc.se surplus 
assets depends mainlj'- on the difTorence between the rate at which the society 
borrows and that at which it lends, and until the amount has reached a sub- 
stantial figure it is a mistake lo reduce unnccc.ssarilv the rates at which monev is 
lent to members. If arrangements arc made, for maintaining a resource avail- 
able for meeting deposits, the surplus assets of a society can most suitably be 
employed in the business of the society. 


11. It will be seen that in order to be fully co-operative and Iborougbly 

. , .. . ... business-like, a society must live up to a 

Audit and sniientsion of societies. , . , , ,, , 

high standard. Considering the class of 

people who compose the bulk of the agricultinul societies it is useless to expect 
the maintenance of such a standard without frequent audit and unceasing 
supervision from without. It is difiicult to exaggerate the importance of such 
audit and supervision. "Without them a good society may soon degenerate an d a bad 
society may soon come to ruin. The work of audit and supervision should in the 
first instance be vested in the higher co-operative institutions. Unions and 
Central Banks, but the ultimate responsibility for these duties must rest with the 
Government as represented by the Eegistrar. Tliere is indeed no reason in our 
opinion why the whole of such supervision and audit should fall on the Gov- 
ernment staff and be met at Government expense, A full audit by a Government 
staff of the accounts of each society is essential, but tliis might take place once 
in two or three yeaiy, the audit in the meanwhile being conducted either by the 
Unions, where these exist, or by the central financing institutions. Constant 
supervision , is part of the duty of a Union, and where there is no Union it 
should be incumbent ontbo central financing institutions to carry out the duties 
of supervision and to maintain an efficient staff for the pmpose. Tlie cost of 
' this can fairly be met by the societies either by a direct contribution or by the 
central financing institution’s charging on loans to tiiem a rate of interest 
which will cover the expenditure. At the same time we hold that the Registrar 
cannot abrogate his responsibility in the matter of directing and supervising 
this co-operative audit and supervision, and that he must see that the influence 
of central financing institutions is not misdirected or applied in wrong, improper 
or mischievous ways, and must . maintain ' an efiicient direction and control 
to ensure that the movement is kept on co-operative lines and is confined to 
these lines. The exercise of due care before formation and the ensuring of full 
and proper supervision after formation we consider indeed the most important 



pai’t of the Registrar’s duty. If the Primary Societies are sound, and solvent 
the whole provincial edifice must he sound unless there is instability in the 
higher finance. If the Primary Societies are unsound, if they are based on mere 
money lending and not on co-operative principles, no matter how sound the higher 
finance may apparently be, its assets will he locked up in indifferent or had 
securities and sooner or later serious trouble, if not failure, is hound to result. 

12. The figures below show the rate of growth of primary societies of all 
kinds in the last eight years : — 


Year. 

Xo. of sneieiies. 

No. of members. 

Working wpital. 





■ 

Rs. 

1906-07 

... 


832 

88,582 

... 

1907-03 

... 


1,350 

3,48,698 

41,75,211 

390S-09 



1,948 

1,79,344 

72,25,119 

1909-10 



3,397 

2,20,676 

1,01,2?, 232 

I910-:i 

• * ■ 


5,262 

2,99,376 

1,5.3,31,702 

1911-12 



8,057 

3,91,957 

2,35,88,358 

1912-13 

*•1 

•«« ••• 

11,548 

5,13,551 

3,3.3,01,603 

1913-14 

• •• 

• • • •«« 

14,566 

6,61,859 

4,64,27,842 


Iso one readina: these figures can fail to be struck bv the magnitude which 
, - . , ^ , the growth has alreadv attained or to 

Ik'eed of increased coiifrol. , • j ‘ 

be convinced that the movement has 
taken firm root. Societies are now so spread over all parts of India and the 
advantages which their members are obtaining are so patent, that it is impossible 
to' doubt that the movement will eventually attain dimensions eompared to 
which its present size will appear negligible. As a consequence there 
■will undoubtedly arise through the medium of co-operation a powerful organis- 
ation formed of these agricultural classes wlio are at present inarticulate 
through want of education and cohesion. The potentialities of such an organis- 
ation, its advantages and dangers, and the possibility of its perversion to wrong 
ends, if it is allowed to develop without adequate supervision and proper control 
must be apparent to all. Purther there will be in use in these societies a very 
large sum of money, amounting to many millions of pounds, mainly the property 
of tliriftv agriculturists, tradesmen and men of the professional classes on whom 
the loss of this money would inflict an irreparable blow coupled with far-reaching 
consequences. This money will he lent to individuals of whom many do not 
own the material assets to provide the requisite security, and to sell up whom on 
anv large scale would necessarily involve serious consequences. It must he 
ohvious'^then that, if loans arc not applied to productive or necessary objects 
and repaid promptly from the profits so earned, if there is not in each memoer 
the desire and intention so to use his loans and so to repay them and to see 
that each of his fellow members does likewise, there is a grave tiang-r of the 
creation of a gigantic credit fabric which, having no real soundness within, 
mav eventuallv coibpsc. On the other hand, -i:h a sound co-operative system 
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caVofnlly restricted to its legitimate objects, tboro arc innumerable potent, inlitics 
for increase of wealth and prosperity to the connlry from a peasantry freed 
from the crushing load of debt, obtaining on reasonable tcrips the money wbioli 
it requires from time to time for its agricultural operations, and using for those 
■operations improved and more scientific methods. 


We do not wish to pose' either as alarmists or Utopians, but wo think tliat 
the importance of the movement, its potentialities for good or evil, should be 
recognised to the full. Of the first danger, — perversion of the co-operative move- 
ment to other objects, — wo have as yet seen little or no signs, but wo think that 
this possibility should always bo borne in mind and carefully guarded against. 
'The seconid danger, the lack of a true spirit of co-operation, is at the present 
moment much the more real. We regret to have to say that the conclusion has 
been forced upon us that in t,ho raa,jority of cases primaiy sooiotics in India fall 
.short of the co-operative ideal. Speaking genorally, even allowing for the hack- 
wardness of the population, there has been found a lack of true co-operation. 
The necessity for developing a truly co-operative system rather than cheap money 
lending and the danger involved in inviting deposits from the public for pseudo- 
co-operative institutions are matters- that have been to a serious extent over- 
looked. Rapid extension has resulted in the growth of primary societies to 
an extent with which the Registrar and his staff were unable to cope, and 
faults have grown up whioh were inseparable from duo lack of care in forma- 
tion and inadequate means of supervision. At the same time these faults are 
by no means ineradioablo, the societies are young and composed in the main of 
good material, and with iwopor care and supervision arc capable of being placed 
•on the right lines. 


The remedy in both cases lies in the supervision and control of the primary 
•sooiotics by a registering staff adequate and ofilcient, especially in its higher 
branches. We do not moan by this that the Registrar should assume the 
'detailed direction of sooieties. Those must bo loft, as hitherto, to manage their 
own afTairs, but the Registrar must ho in a position to know how thoy nro 
• managing tlioso affairs, and lo take action in case of need. In addition- to being 
. . able to acquaint himself with the working of tho sooiotics under liis charge, 
Govcriit..<»yi-.„,.„. ijg give and supervise that teaching of co-operative 

opinion wdiy tho W|. proper co-operation cannot ho expected to grow. Ror 

ernment staff and bo,gj^j. qH jiggfgtrars is quite inadequate and wo trust that 
stad of the accounts subject will lend to a material increaso 

in two or thico joais, ti,j.jj.^g staff. Our proposals oa the subject are given in 
mens, ulioie those exlt,j,j. iji-igfiy that, in all tho major provinces, there 

supei vision, is pait of th^ Registrar at least one .Joint Registrar holding a 
Biou lo iiicum ion ontio- Cg]jggjo|.^ j in provinces wlioro the number of 
0 supci vision an ^‘^Mjcapiiroximatoly one superior controlling officor for 

this can ail )c me ly t R^O'-iVectof ibis would bo to add throe sujiorior whole 
ccnlral financing institution s eliaij^ gf 

winch Avill cover the expenditure. At ti.. , , r 

, , , ^ d to oncli of the . other provinces, 

cannot abrogate Ins responsibility in the i. . , , ... . , 

, noked men with special qualifications 
Ibis co-opcralivc audit and supervision, and tli. , ... , 

, . , „ . ..... . . ... . pon.sonant with the arduous nature 

of central financing institutions IS not misdirected Ol , ,.r> .. • - x. 

... ° , X . . . n. .^’0 work of Registrar is in tlio 

or mischievous ways, and must maintain an cfncioi. . i , , ,, 

. X • 1 X .■ {lords equivalent to tho 

to ensure that the movement is kept on co-opcrnlivc 1 il^^. _ 

these lines. Tho exercise of due care before formation and the eiis'^'^*^ promo ion. 

and proper supervision after formation wc consider indeed the most . 
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It is also important tlmt the district officer, M’hilc not allying himself with 
the morement in any official capacity and not exorcising any of the formal 
powers of a Registrar, — duties for which he might have no inclination and 
Avhich the press of other work might force him to allow to fall into routine — 
should nevertheless realise the importance of co-operation and its possible 
effect, for good or evil on the district under his charge, and should keep himself 
thoroughly in touch with the progress of the movement in his district. 


Central and Prorinctal Banh. 


13. As regards the higher financing institutions, ib may he mentioned that 

in Rurma, where conditions are somewhat 
exceptional and there is a fully organised 
Union system, the primary societies receive loans direct from one hank at 
Mandalay, except in two districts where owing to difficulties of communica- 
tion local banks have been formed. These hanks however arc supported by 
the ^landalay Bank, which is also responsible for seeing to their affairs being 
kept in proper condition, and for oo-ordinating and controlling the whole 
co-operative finance of the province. In all other Provinces except Madras and 
Bombay a system exists under which the provision of funds to primary societies is 
done by a number of local central fin.anciug institutions the business of which 
covers an area sometimes conterminous with a district, sometimes with a sub- 
division and sometimes oven smaller. Bach of these institutions is an independent 
society registered under the Co-operative Societies Act with limited liability. In 
Bihar and the Central Provinces these institutions arc formally federated under 
an apex hank, known as the Provincial Bank, which provides a certain amount 
of the capital of its constituent banks, balances their excesses and deficiencies 
and maintains a general control. In ^ladras and Bombay the large banks at 
headquarters, while confining their business mainly to lending to primary 
societies throughout the whole or part of the province, have of late tended to 
assume certain of the functions of apex banks by lending to and receiving 
surplus funds from some of the local central iinancing institutions. Their posi- 
tion however as regards the latter has not been defined, they exercise no control 
and do not occupy a recognised position as the apex of the provincial co-opera- 
tive finance. In the remaining Provinces no apex organisation of any kind 
at present exists and the financial edifice consists of a number of independent 
local financing institutions -without any co-ordination. 


The local financing institutions throughout India, of which there are 
nearly 200, are in the various provinces designated by various names, but to 
avoid any inconvenience of nomenclature we liave in this report applied 
the single term “ Central Bank ” to all local financing institutions concerned 
solely in the direct financing of priraaiy societies, -within an area sufficiently 
limited to allow them to exercise also the duties of supervision and control 
over these societies. Under this head will come all the central financing 
institutions except the five mentioned below. The term Provincial Bank will 
be applied to the apex institutions in each Province which are formally con- 
stituted to co-ordinate and control the finances of Central Banks and deal only 
with such banks and not with primaiy societies. To this class belong the 
Provincial Banks of Bihar and the Central Provinces. This leaves in doubt 
the position of the Central Banks of Mandalay, Madras, and Bombay. In 
Burma where the system, as explained above, is special, the Bank of Mandalay 
•can appropriately be recognised as a Provincial Bank. The Banks of Madras 
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errant soinctic's by the rofucal or eurfailmont of loans. "Wo have found that 
in many cadi's it has been the custom for an application by a society for 
a loan to be adjudieatod on by the llegistrar or one of his .staff, and for the 
worh of the Centr.al Bank to be limited to payinir over the amount of the loan 
s.nnctioned. if it had in hand the money to do this. This procedure seems to 
he entirely wrony:. TIu> money is the property of tim Central ]5ank which 
is respousihle for it to its depositors and shareholdcTS, ajid as it has the respon- 
sihility in the nnft<’r, so it should have the discretion. AVe have already 
oxpre^s-^l the vi-nv that the Ite-yisirar should impos'* a limit beyond which a 
society shouVi not borrow, hnt we think that within this limit the Central Hank 
slnmld have full power to deal nith all ap]»Heations hy soeit'ties for loans, and 
that with this should he ei)upled the duty of snpervi>iini; the societies to which 
it makes these loans. It is however necessary tint the eonsijtntion and dircc- 
tor.ite of the hank shonM he such as to joiablc it (o (b’scharire tle se functions (o 
the best intiTe?'.'. of co-opcr.ation. If :i bank is fr.mkly protit-si-ckint; eapitnliMic 
concern, its in.t'Te'ts are in few respects <‘nine5iii>i>t witlt ibc interests of 
soci 'ti’ s wbi 'll it is lik'-ly to rei: ird mainly as .a me.aris of jnofit and in the re.al 
welfare of wbicb it lias Ht'lc <•< neern. b.ank of this nature is fuitlier less 
sn-eej'tible t-' control. 'i‘o ranks where ibe iinnaitcment is ]Covided entirely 
from till* mi mb> r' nf the e.tn>.*,isn*‘nt soe-elicv {lie jnain obieetion is thal 
they .ar' likely to fail to enU't the as-istanee of tiie i‘ommer-'i:il middle 
elasS'N, who aiei.) are at a’.i caiyaMe of eon'lnetiii'; n hank of any 
diinenslnn> and on a hose asslst.-mee and e »•nl!(!r.'lIion tlie linnneial stipporl- of 
o’.iier :e.e!n]>'*r.s of their o’.ns> depends. If this lijiUenlty e mhi he got over, there 
ran be no (jue.'tion that banks of this ela»s are the most advantageous and 
ci’onoinieal, since there is i;o U'.cessity for them to do more tlian pay working 
oxpi'iis’'s. Mori.o\erit is in tlu: int< n st.s of ei>*i>}a;rati('n tl.at this link in the 
co-oper:>tive ehaiii slioiild la* «'onii' »se.< «,f sticieties theoisL'lvcs and not of ont- 
sjvleis. Coi.sL’(jnently it is to be boj ed tied at some future dati* the .agriculturist 
will have devlop'd the indigenous ability to pr.-viih* for Ctaitral Hanks an 
efneient n.aiiagement wliieh will e<.nnu:iml the ennfnieiu.-o of the dcjio.siting 
classcv, and in soiue jdnee-; there an* alrc.'uly signs that, given the opportunity, 
men with th-' necessary qualirieations will he fortheoming. Tliis ideal must 
however vi'ipiin* many years for realis.ation and we think t!in( at. iiresent the 
hfsl constitution is undoubtedly to he found in hanks wh.cre tlic directorate 
is drawn partly from men of th»^ commercial and professional middle classes and 
partly from the le.idijig members of societies, each director representing his 
own class i)f shareholders and providing the elements in which the other class is 
lacking. Caro should liowe.ver he taken to see that the ultimate control of the 
hank rests with the society shareholders, since this prevents any possibility of 
exploitation of soeieHos. It should also be made clear that the ideal aimed at 
is the eventual transition of the hank to a co-operative eonstitntiou when tho 
oulv shareholders will he societies. • 


l.j. AVhatcvcr bo their constitution the same principles must apply to all 

higher llnancing institutions as regards 
^€el!Jor iiihqt:.ilc llv.td Ilenoi'.rcc. sound finance. It lias already been stated 

that these hanks r.iisc the major portion of their capital hy inviting deposits from 
the public. A portion of these deposits are on current account or for short periods 
not exceeding three mouths ; a portion is on fixed deposit for terms o.xceeding ono 
year, but more than half, in fact 5-l*7 percent, is for periods ranging from threo 
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months to one year. Tlie money so obtained is lent out to societies, and it may 
be said that, taking an ayerage all round, it may be expected that each individual 
loan will be repaid, under normal agricultural conditions, in instalments spread 
over three to four years. If pressure were put on societies an increased amount 
could be forthcoming, but only at the cost of dislocating the arrangements of these 
societies and probably requiring their members to have recom’se to the money- 
lender. Again a year of agricultural scarcity may render societies unable to make 
any repayments in that year and will probably make it necessary to accommodate 
them with loans in excess of their normal annual requirements, if their members 
are not to be required to go to the money-lender. It is thus obvious that, if the 
banks are to be in a position to repay deposits when due and demanded, they 
must equilibrate their finances with some care and provide an adequate amount 
of liquid resources. So far the actual necessity for doing this has not arisen in 
any marked degree owing to the very great increase in the last few years of the 
deposits made in these banks. 'I'he amounts deposited have been each year 
largely in excess of those of previous years, and any deposits withdrawn have 
been met out of new deposits. Moreover a custom has lately grown up of obtain- 
ing advances from commercial banks either in the shape of loans of definite 
amount or of cash credits. Some of the more prudent banks have utilised the 
cash credits so obtained only to a limited extent, leaving the balance available 
to be drawn upon to meet calls by depositors. Others have drawn and employ- 
ed in loans to societies practically the whole of their credit. In some cases the 
apex co-operative bank of the Province has undertaken to support its central 
l)anks, but this support has generally been dependent on a cash credit it has 
itself obtained from a commercial hank. It may he said however that in 
practically all cases, with the exception of undrawn cash credits on commercial 
or apex hanks, no central bank has retained or provided any liquid assets, beyond 
a small and quite inadequate supply of cash, to meet demands by its depositors 
or to provide for seasons of agricultural distress. 


This has been due in some cases to a desire for dividends : in others to a 
readiness to take a present risk so as to secure eventual safety by a reserve fund 
built up out of larger profits: in others a too rapid growth of societies has 
imposed work on tb.e Central Bank in excess of its financial capacities : in others 
it has been due to the fact that money is lent to societies at rates so near to those 
paid on deposits as to allow no margin for the provision of fluid resources : in 
othcis it has been frankly stated tbat in the event of difficulty over fluid 
resource they look to Government for assistance and tbeir only duty is to see 
that tbeir investments are sound and tbat there is no possibility of eventual loss. 
■\Vliatevcr be the reason, there can be no question tbat the matter of adequate 
fluid resources lias been generally neglected 

Tlioso banks which have secured themselves by imdi-awn cash credits are dis- 
tinctly in the minorify, and at the same time the probability of the permanence 
of the arrangetnent must be open to serious doubt. The Joint Slock banks are 
not likely to increase materially the extent of the business which they are 
doing with co-operalive banks, and it cannot be to tbeir interest to keep always 
available for the use of co-operative banks large sums of money which they 
may be called upon to disburse very likely at a time when they themselves are 
most in need of them. 
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IG. As an illustration of our remarks on tlie subject of central banks wo 

append the balance sheets, drawn up on 

Jllndrattoits. n \ -r p , , , 

1st January 191o, of two banks which 
are not unrepresentative of many institutions of this class. The figures in each 
case hare been reduced so as to show each bank working on a one lakh basis. 


Li.ir.ir.iTiEs. 


Assets, 


p.«. 

Deposits— 


Its. Its. 

Cash in hand or bank 


•2, coo 

_ • . , On cuiTcnt .iccoont 

... 

t'.oOO 

Loans tu societies of irhich repayment 

i.s 


§ 1 Duo for icpanncnt in 

1015 

00.050 

i sperted in 1015 

••• 

15,030 

' Due later 

• 

15,010 

After 1915 

••• 

82,000 

From other sociotioe ... 


•1,0.30 01,030 

Other items 


400 

Share c.apil.al paid up .. 


0.0* 




Dcst'iTe.l fund 

• •• 

s:o 




Dividend cquali«:ilio:i fund 


UOl 




Undistiihnti-d pr>iSts ... 

• •• 

i.<v> s.?:o 


- 





Tctal 

... 


T^* 

al 

... 1.0 '.ort 


- 


Dop-osits— 



Cuth :•> Lard or bark 

... 

4,1 CO 

g.i pOn current recount 

• •• 

4.>'ro 

Lc -.r.-i to s-f;rt;».= cf — bich ier3rr.-.»;.l 

IS 


£:=■= N Due in 1015 ... 


£5.:4 ' 

. --p-.V-i in 1015 

... 

24,'.' 0 

(.Daelat-r ... 


r.fco 

Af:.'r ;0I5 

... 

03,1 50 

From other societies 

\... 


O;* cr 

... 

S.CO'O 

Leans froiii .Iriat Stock hat.k* 

t 

H'.T'’'. 50.1? • 




Share eipit.al pail up ... 

X 

1‘V'O? 




Deserre fund 


£.?0 




Dividend crpi\i 


*‘53 




Other items ... 


V rio :C'5r. 
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doalin^s with other Bocieties except llioir own affiliated primary societies, 
through that apex hank. Tin’s will put an end to the system, which is a very 
real source of danger, of Central .Hanks investing their temporary surplus assets 
with each qllier. The money may bo lent out on term.® which do not 
make it available when wanted and the interlocking of their finances may very 
well result in the fall of ono bringing down unnecessarily a number of others in 
its train. The Provincial Bank migiit also be the sole medium in the province 
for dealing with Presidency and Joint Stock Banks. Co-ordination and control 
in finance is essential and this can only be done within a province by an apex bant 
possessing the necessary authority. A Provincial Bank can also arrange more 
economically for the provision of fluid resource, a subject of which we shall treat 
below. In Bihar and the Central Provinces Provincial Banks have recently been 
constituted. In Burma the provincial co-oi)erative linance can very well 
‘remain with the jMnndalay Central Bank. If the IMatlras and Bombay Central 
Banks arc to ho i)]accd in the position of Provincial Banks, their con- 
stitution will require some modification and they will require to be in a position 
to enable them to cany out the duties of apex banks. In the other larger 
provinces Provincial Banks sliould he formed. PFhen Provincial Banks have 
been duly constituted, the Central Banks in the province should be affiliated 
to them for the jmrposcs of control and mauj' of the smaller and weaker hanks 
might with advantage 1 e dissolved or amalgamated with other banks. 


IS. There remains however the main difficulty in the matter of these 
hanks, that they take money for comparatively short periods and invest practi- 
cally the whole of their capital in loans for comparatively long terms under 

• DifficvAtits in wainfainiug i^/ana'ard of Conditions which render it probable that 
jliiitl rrsonree. jQ gjjy ojjg receive prac- 

tically no re-payments and which may preclude them from calling up or realising 
these loans if they themselves arc pressed. If their only assets are the pro-notes 
of societies, they are not likely to he able to raise much on these in the ordinary 
market to repay their depositors. It seems necessary that these banks should 
equilibrate their bu.siness : that they should lend out to societies for such periods 
as to enable them to count each year on rep.aymeuts from societies somewhat 
exceeding the amount of deposits which fall due that year: and that they 
should in addition maintain a fluid resource in the shape of cash or easily realisable 
securities. As regards the amount of this fluid resource we have had considerable 
difficulty in making recommendations. Co-operative banking is new in India and 
is in many ways entirely different to joint stock banking, and there are conse- 
quently few reliable data to go upon, but we think that each Central Bant 
might he required to hold an amount in liquid assets equivalent to the half 
of the total of all fixed deposits, which it might under the terms of such 
deposits be called on to repay within the next twelve months. In cases where 
current or savings bank accounts are kept j)ractically the whole of the amount 
of such accounts n onld in addition have to be covered.' In the case of the 
. l^rovincial Bank the same conditions 'would apply, b'ut it might be required 
to hold liquid assets to cover it for a period of one- third of the next twelve 
months, since its money is invested over a much larger area than that of 
Central Backs and repayments are much less likely to be affected as a whole. 
Also, if the liquid resource of all the Central Banks is, as would ordinarily 
he the case, maintained by the Provincial Bank, it would appear to be possible 
to reduce the fraction to one-third, as it is less likely that all banks in the 

9 
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that G-ovci’umcnt -was thereby placed in a fiduciary pasitiou as regards such 
loans. We have on the other hand found cases "where banks in advertising for 
deposits have expressly stated that, though they had the benefit of Government 
audit, tlicy enjoyed no Govorninent guarantee. We think that Government 
should impress on all itsoUicevs the necessity of allowing no inis-apprehcnsion to 
exist as regards its relations with the co-operative movement and its degree of 
responsibity for co-operative institutions. 




REPORT. 


CHAPTKn I. 


nn » o.Mn w \t\\ \ t m! m is i.vsii 


{.» nijlrVur! I'.i'l ’•i-.’I'- iH'' ;mu! io ni'-'t 
<i;y;0)i' nil < ,,{ tin- ru:'.«l furtll'T 

r]i!ir.icl'Tj> '-(i In' :in Iiii: rilo-jiri- uj ;ijiv <l> '-ir<* fur nr .'idvnui't*- 

im’Ut :mi(\ n (•■■rt uii fnmi (hiKi* \vlii> by 

\v<-al{b nr f.ii'ial piiv-iiinu ii(‘('npi«*:l it jutwitinn, a» wltirli ihnuyli 

sj)!ila*n Ilf Its • I’.tji'-'TVativc,' laf^ fii-qiirntly nf ij»ti‘n(i<inal I'ansor- 

vali'iin alxntl it, bnl it ilai* nitluT iirnonima*. t<» a Iraditioiial Mib'.i'rvii'J’.oo 
iji tli<‘ and to an ab'ii'ina* «if idfals bir tin* rntnn*. Tlii* pcniHar fca(ur<’ o£ 
<*n*(tj)i'ration a'i a rfiiii'dy for sfairnation is Ibal it is intondnl to inoi't not- only 
tin* )nt»n' obvitms inatorial ovils but also tbo nndorlyini; moral doloriorsition 
lo wbiidi llu* ])ooror classes baveso Ion" btM»n i*xj)o«ed. 


2. The stagnation «»f (ho agricultural classes in the "rcalcv part of tbo 
, , . country has for nianv voais atlractod the 

Coin-cnili'iH nt ti Tfiuedi/ — Ihf iimni/ , , • * , . 

rUment. ' allcntion of (-lovornmont and vni-ious re- 

medies have been tried for improving 
•their material condition. A sy.stom of Slate loans was introduced, Post Office 
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report niwl fr«>m ollior iuulanl worlcs on co-opera I ion* a fairly coniplclc idea 
can 1)0 gained of ilio co-ojieralive niovonioni as developed in Europe and more 
especially of ihe linos on wliicli co-operalivc credit ivas organised by ibe German 
reformer llaiiVcison. 11 was in L^tt) ilmt llailVeisen, originated the form 
of rural co-operaii«tn noiv bnown by liis name, but for many years lie bad 
little or no progresv; to r('e(»i-d. I'llimalely however bis earni'stness and 
enthusiasm prevailed auaiust tbo ajiatby and misre])resentat ion with which 
lie w.as confronted, and the number of llaiiVeisen soei(*ti(!s in (i(!nnany alone 
bad risen by ] hi L* to over 1(1, ttbO. It was the :iiiu of this reformer to collect, 
iouetber small bodies of men who lived in clo‘;i> proximity to each other 
and were fully eogni/ant of e.ieb others cirenmsi.anees and ebaracl»>r, and to 
cnabb' these jiei-sons by tlu'ir combination to obtain credit- by jiledging their 
unlimited liability. The application of the credit was to be .strictly sujicmsed 
bv an elected committee in each soeietv and tin* administration of the society 
•was to be entirely gratuitous Other svst ••ms dilVering in detail and to some 
extent in principle from that of UailTeisen bad been develojied in Europe 
bv Scbul/.e-llelit/.'icb. lai/./:iiti. Wolleuborir ami others but it was not in Sir 
bVederiek Nicbolson's i.piniou :« system, so much as it man. (bat required to 
be discovi'vod. and bis jtdvici' was summed up in the Witnls--* find loiiili'isen.* 

•t. IVbilc Sir rredericK’s empiirif,. were in i)ro'.,M-e.s-.. Mr. Diijiernex of the 

Indian Civil .‘•Service laid been ]»laccd by 
'it,- .,V' «j v-jj. ^ p MiicDonnell on 

special duty in the I'nited Ib-ovince.s for 
the jmrjiose of discoverimg by local enquiries bow be.si to e.stablisb agricultural 
banks in .selected bicjilities. llis eonebisious were set. forth in an int<*re.sting 
and suggestive bo. dx entitled “ J’eopb**s Hanks for Xorlbern India” (1000). 
The ideas limt brought to public notice in Ibis work :ind in Sir Frederick 
Xicbolsons report soon began to bear fruit, and in jtarts of the Funjiib, the 
"Linilcd I’rovinci-s, and Bengal, .some district ollicets on their own initiative 
established a f('W jtioneer societies Itul it was jit once apjtareni that no real 
advance could take place witlanit special b'gislation. 'I’be Companies’ Act; of 
18S2, with its i-tG .sections and elaborate i»rovisiims, was wholly imsnitcd to 
societies of the kind wbicli it "was de.sircd to encourage, and Lord Ciirzon’s 
Government was not long in s-atisfying itself that speeial legi.slation was 
needed. A strong Committee was appointed under Sir Edward Law to 
make i)roposals after considering the oj)inions of the Local Governments 
and the experiences of otlicers wlio bad already started societies. The con- 
clusion at which they arrived "was that co-operative soeielies wore ■\Tortby of 
every encouragement and of a- prolonged trial. They drew np model schemes- 
of management for holh rural and urban societies and discussed the form of 
legislation needed to secure to societies the privileges which they recommended 
for them and to provide for their due woi’ldng and supeiwision. Theu- 


• Wc Imvc during our enquiries received special lienefit from the perusal of the Bulletins of the Agricultural- 
Institute at Home, Mr. Cahill’s llcporl on Agricultural Credit and Agricultural Co-operation in Germany (1913) 
the Report of the Departmental Commltfco on Agricultural Credit in Ireland (191-1), tlus Beport «f tho American 
Commission conjointly u-ith ihc irnilcd States Commission on Agricnllurul Co-opemtion and llural Credit in Europe 
(1914), and Mr. IVolffs “ People’s Banks,” and Co-operative Banking.” A list of the chief hooks and reports on. 
Go-opemtiou published in India will he found among our apx>endiccs below. 

Co-operation in India owes a grc.vt debt to Mr. IVolff for the advice’ winch he has always freely placed at tho- 
dispos.al of the Government and its otlicers, and wo desire to acknowledge tlic special assistance which -wo have obtained- 
from him in respense to enquiries made by us in coniicctioD with onr Kcoort. 
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recommeudatious proved tlic basis of the Bill which was passed into law 
in 1901 as the Co-operative Credit Societies Act. Along ndth the Act the 
Government of India issued an explanatory memorandum dvami up by 
Sir Denzil Ibbetson which for its clear grip of fti’st principles and diveclncss 
of statement still well repays perusal. It was explained that the cardinal 
obicct of the Act was, by the simplicity and elasticity of its provisions, to permit 
a genuine Indian movement te spring up based on those general broad principles 
which must necessarily imderlic any organization claiming to be called co-oper- 
ativo. Experiments were to be freely allowed and more particularly for the 
furtherance of agricultural rather than industrial credit. Societies were classitied 
as rural and urban, and wlule the latter were left a free choice, the former 
were bound to accept imlimitcd liability. In ordinary cjises the area of societies 
was to be closely restricted. They were given a legal personality and authorised 
to raise fimds and carry on their busmess in a corporate capacity. Ijoans might 
be made to members only on personal or real security, but not ordinarily on 
•chattel security. An annual oflicial audit was made compulsory. The interest 
of any member in the share capital of the society Avas strictly limited and special- 
•exemptions from the provisions of the Stamp Act, the Ilegistratiou Act, and 
the Income Tax Act Avere conceded. The subject of Central Banks and the 
higher stories of the co-operative structure were not however dealt Avith at this 
stage, and no indication Avns given a.!i to tho niejuis , of providing ressouroos for 
■enabling societies to meet tlicvr liabilities to depositors. 


3. The Local GoA'crnmcnts at once set to AA'ork to gh'o practical force to 

n, a,..,p,r.lu>MU^M«fWIS. ““ inlcutioiis or 1,1,0 Adi. Tho flid stop 

AA’Us to ajApomt llcgistrars m tho A'drxous 
provinces to spread tho co-operative propaganda, to start a foAv model sociolics 
and to train the rural population in the jiroper methods of management. .Local 
■conditions varied so Avidcly that progress aaus hy no means imiform and in 
■ditVerent regions very different tyjAcs of societies hogan to make their appear- 
ance. But in no proA'inco did the jicav doctrmo fail to strike root, and, as aaiU 
be noticed from the figures quoted in I he margm, the progress made in tho first 

foAV years of tho moA’^onieut 
Avas remarkahle. It • Avill 
he CA'idont from these fig- 
ures that the movement 
■did not take long to out- 
gTOAV the dreams of its foun- 
ders and in two directions 
the need for improA’‘cd le- 
gislation Avas esjACoially felt. 


Year. 

Xrt. of 
rocloticfl. 

No. of 
. iiicinbcTs. 

-UKKS-or 

6W) 

(Kl.SU 

1007-08 

1.3R7 • 

140,160 

lPOS-00 

' . 1,063 

18t),33S 

1000-10 

U,42S 

224,:W7 

1010-11 

6.32t 

305,058 

1011-12 

8,177 

403.318 


Amovmt of working caplhi).* 


23.71,6m 
•M,14,W.1 
82,32,223 
a, 21.68.312 . 

2.«i,or..mv 

3,35,74,162 


• Capital lent by ono Roclcty to miothor lins bcon Incluilod twice In flim* ftpin’n. 
t The flgurcK for Xntivu States have been cxclmlcd. 


Tii the first place the example of the credit societies oslablished' under the Act 
■of 190-1 had led to tho introduction of co-operative societies for distribution and 
for purposes other than credit, for AA'hich no legislatwc jn’otect ion could be secured 
under the then existing laAv. jVnd iii the second place Ihc need for a freer supply 
■of capital and for an improved system of supendsion bad led to the formation of 
various central agencies (afterwards knoAAOi as Unions, Central Banks, and Cen- 
tral Banking Unions) to .finance ■ and contn)l. the origmal credit sociqtiosi and 
these central agencies, like the non-credit .societies above ment ioned, ran all the 
risks attendant on a’ status linprotcctcd by legislation. T'hcso and other 
■dcvclojAments bad' so far outrun llic anticipations of the framers of Act X of 
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190Ji that Eegistrars foimcl difficulty in dealing under its provisions ■with 
the state of aflaivs uhich began to present itself. The Government of India 
re-exaniiaed the uhole question and decided that the position could he best met 
Tjy entirely fresh legislation. In 1912 they passed into lav the Co-operative 
Soeieties Aet (II of 1912) vhich regularised many practices uhich had previ- 
ously been of doubtful validity and made provision for further expansion luider 
proper safeguards. In publishing the Act, the Government of India also issued 
u circular letter explaining clearly the ne^r features uhich chavacteiised it. 
Co-operative Associai ions for other pm’poses besides credit uere allovred. The 
old distraction hetueen mral and mhan societies uas svrejjt auay, and a more 
scientific distiaction based on the nature of the liability of members, whether 
limited or unlimited, was adopted in its place. The registration of Unions. 
Central Bankiug Unions and Central Banks was for the first lime expressly 
legalised. A number of miaor improvements with regard to registration, audit, 
■and similar administrative details were at the same time introduced ; hut the 
Act remained silent on the subject oE the provision t;f Kquid resources to meet 
liabilities 

6. The immediate eftect of the Act was to infuse a fresh energy into the 
Htsohidon of 1014 and appcinfmeut of movement. The number of societies in 
Commitire British India had. by 1914 increased to 

14, SSI, the number of members to 6,95,998 and the working capital (calculated 
•as mentioned in the margin of paragraijh 5 above) to Ks. 7,45,31,725. Xew types 
of societies for the sale of produce, cattle insurance, milk supply, yai-n, silk and 
manure piuchase, and the petail of farm implements and common necessaries, 
had been registered and in most cases seemed to be prospering. The number of 
Central Institutions was growing rapidly and the confidence of the j)ublic was 
being won in greater measure every year. In 1914 the Government held that 
the time had come to take stock of the position and on the l7th of Jime of that 
year issued a comprehensive Eesolution reviewing the j)rogi’ess that had been 
made and laving do>vn in general terms the practical lessons that might be drawn 
from experience up to date. But the sums involved in the movement were 
beconring very large, the arrangements for financial management in the stages 
above that of the individual society were becoming complicated, and the 
princqdes for the conduct of inspection and audit remained indefinite and 
imcertain. It was felt by Government that it could not take the responsibility 
■of fostering and supporting further growth unless it was satisfied that the 
movement was jiroceeding on lines economically and financially sound. It was 
to enquii ‘0 into and report on tliis aspect of the question that this Committee 
was apiiointed by a Eesolution of Sth October 1914 and the reference made to it 
was expressed in the following words : — 

" Tilt? priiniirv iliitv of the Committee ivill be to examine whether the movement, 
ospooially in its higher stages and in its financial aspect, is progressing on sound lines, and 
to suggest any measures of improvement -which seem to h; required. For this purpose the 
enquiry \viil h-e directed primarily to an examination of such matters as the constitution and 
working of Central and Provincial Banks, the financial connection b-etween the ^'ariou5 parts 
of the oo.operative organisation, the audit, inspection and management of all class-es of 
■ soci-otu's, the utilization of the reserve and the manner in which reserve funds should be 
-exhibited iu the annual accounts. At the same time the Government of India do not desire 
rigidly to limit the scop? of the enquiry and the Committ.’e may, at its discretion, consider and 
miakc recommendations regarding any important aspect of the co-operative movement. ” 


11 
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.7. Our Committee mot on the Gth Isovemhcr 1914 und travelled for four 

^ months visiting various centres in the larger 

Ihe scone of Hits Eeport. . , t • , . . ,7 

' ■ provinces oi India, and examining during 

this period 93 -witnesses and inspecting some 135 societies of various kinds, hesides 

inteiTiewing the Managers and Agents of several Joint Stock J3anks. IVc have 

in our report been imahlc to confine our enquiries to the subjects primaiily 

referred to us, since we have been forced to recognise that the financial welfare 

of the higher stages in tl\e co-operative system is largely based on the soundness 

of the foundation, and wa have therefore freely used the discretion given to us to 

extend the scope of our investigations. We must at the same time make it clear 

that our report is not intended to be in any sense a cyclopaedia of information 

on co-operation in this countiy. We have not had the leisure or the means 

to attempt anything of the kind, and we have indeed done what we could 

to reduce to the smallest proportions consistent with our duty the references made 

to officials and others for sfatistical and other information. The figures we 

have quoted in this Ueport arc for the most jiart those ali-cady available to the 

public iu the returns issuedby the Government, and little or no piupose would 

have been seciu-ed by adding largely to these or by bringing them up to any paiti- 

cular date.* Our statements and our recommendations must further be taken 

as referring to British territory only, and, except for a short but intcresling and 

instinctive visit paid by some of us to the Mysore State on .the invitation 

of the Durbar, we did not include the Kativc States in our tour of enquiry. 

Nor have we thought it necessary to deal -nith legal questions or points of 

difficulty in the interpretation of the law or possible amendments of the Act 

except so far as these have emerged in connection -with points substantially 

before us. Our object in the preparation of this rejiort has been firstly to 

submit, -nith such explanations as may be necessary, the recommendations 

asked for in the Government reference ; secondly to sujiply facts and opinions 

regarding outstanding points which may be of use to the officials and others -who 

super-rise or partake in the co-operative movement in India ; and thii-dly to 

place before the outside public information of the class likely to be useful to 

those who -wish to ascertain the general position of co-operative societies as 

financial institutions. We recognise that it is not always feasible to combine 

the two latter of these objects with the first-named, but in order to meet, as far 

as possible the aims which we have set before .us we have dealt separately in 

successive chapters of our report with Primary Societies, Central Institutions 

and Provincial Banks, and we have concluded with a chapter in which we 

discuss certain important questions regarding the relations of Government to the 

movement. 

In order further to simplify the examination of our report, we have 
Why vtainhj conlined to agrxcuUnral i^ chapters II fo I^ dealt -with agri- 
crerlit. cultural credit only, and om- j emarks - in 

those chapters -will not affect, except in a secondary manner, the questions 
. relating to forms of co-operation other than agricultural credit. In thus con- 
fining the main portion of our report to the consideration of agricultural credit, 

• The date on which the Annual Beturns arc made up varieB in the different provinccB. The exact dates arc as 

June 30th, United Provinces. J uly Slst, Punjab. 

Central Provinces. 

Madras. 

BeugaL 
i'nnna. 

Ci.org. 

Ajmer. 


appended ; — 


Marcii 31st, liomhaj-. 

Assam. 

Jhay 31st, Bihar and Orissa. 
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■O'C do not in the least desire lo belittle the iniiiortance vrhich must necessarn\- 
he attached to other branches of co-operation, both at the present time and still, 
more in the near future. We hehere that great developments may he expected 
in industrial co-operation and in the apxjlication of co-operative principles to 
many branches of agricultural organisation, and that it is not impossible that 
these developments may in lime surpass even the rural credit institutions, in 
importance. But these other forms of co-operation are as yet for the most 
part in their early infancy and, as vill be seen from the figures given 
in the margin, they occupy a comparatively small x^ortion of the grpund 

at present covered by co-opera- 


ofptimaTv 

societios. 

ICoiKtgricul* 

tnniU 

• t 

Agricnl- j 

tutnl. ; 

Total. 

five effoi-tin this country. The 
main principles moreover which 

2Con*credit 

S2 

lor ‘ 

r40 

govern the administration of 

Credit 

002 

13.713 1 

14.317 

agricultiu’al credit are as a gene- 


ml rule of equal axiplication to 


other forms of co-operation, and much of vhat vre vnte in respect of agideul- 
tural credit Avill be equally apxilicable to the organisation of non-agrieultural 
and non-credit societies. Before hou'ever proceeding to deal in detail ndth the 
former class of credit vc AA'onld record briefly at this stage in our report such 
special observations as ve have to make regarding co-operative institutions of 
the latter character. 

Koir-CRtniT Societies. 


8 . The forms of co-operative activity that have pi’O^ed most popular and 

7 . 7 v • sxxccessful in England are those connected 

Haims as compnmi ictfii c-r<dit snetenes. ® 

■with purchase, production, and distribution. 
But in most coniinental coimtries these branches of vork vere not xmder- 
taken until credit societies had been firmly established, and develox)ment in India 
has follon-cd the continental precedent. The first Act (X of 1901) provided for 
the formation of credit societies only and xjostponed to them all forms of non- 
credit co-oxieration. This policy "vras deliberately adoxited, not because the vital 
imxiortance of other kinds of co-operation u'as not fully realized, bixt because it 
■was held that among a relatively backward x>oi)xdation the difficulties involved 
in the management of productive and distributive businesses were likely to 
prove a stumbling-block in the way of progress. Credit Societies' with them 
simx>lc organisation and methods of management afforded the easiest field in 
nhich the xn'incij)lcs of co-ox)eration could be leamt and practised, and wore 
therefore Ih-st x^rossed forward. TTith the numeiioal increase in societies a 
knowledge of the main princiijles imderlymg co-operative work has graduaUy 
sxiread among the iicople, and in area-, where these have been best imdei’stood, a 
desire has arisen for aijplying them to other branches of business besides the 
borrowing and lending of money. AVe wish to make it clear that in om- opinion 
this development is not only inevitable but essential to the balanced develop- 
ment of the economic condition of the country as a whole, and that the 
demand for non-credit forms of co-operation is in itself a healthy sign. We 
would insist however on two conditions which appear to us vital to success. 
I’irstly it is essential that the demand for such societies should arise not merelv 
from external suggestion or the hope of elfecting some small economy, but 
from the existence of a real need and fi’om a real compx*ehcnsion on the ijait; of 
their origmatbrs of all that is imijlied in the term ‘ co-operation * ; and secondly ‘ 
it is scarcely less important that a strong and competent staff should be 
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arailable for tlie supen,-ision of sucli societies anti for dealing ■\ritli Jlie com- 
plicated economic problems inrolved. TVliere these conditions are satisfied, -we 
Tvelcome the formation of societies for other purposes than ci'edit. 

9. Those non-credit societies irhich are already in existence are included 

Clatdf cation ami fiaures. ^ annual official statistics and at the 

suggestion of the International Institute of 
Agriculture at Rome are classified by the Government of India imder five 
heads— (n) Purchase or Purchase and Sale, (5) Pi-oduction, (c) Production and 
Sale, (d) Insurance, and (c) Others. The figm-es at the end of the year 1913-14: 
nfter some necessary rectification irere as follovrs : — 
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19 
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Production 
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Production and Sale 
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Insurance 


1 

1 
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* * 
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• •• 

• •• 

Others 
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... 

•« • 
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1 
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I 
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10 
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! ]c 

30 1 A 


G 
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1 ’ 
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• •• 

S2 

AgricuUnral. 

Purchase or Purehase and Sale 


11 i .. 
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••• 
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• •• 
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• •• 

11 

Tnxluction 
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Production and Sale 
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10 
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1 

... 
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Others 
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15 
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11 

... 
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» 

4 , 

... 

9 

... 

1C7 

Grand total 

22 

45 4 

2 i 

1 

17 

23 

122 



5 ! 

... 

n 

• • 

249 


It mav be noted that in some cases societies do btirh non-credit and credit 
bvisincss, and such societies are classified accpr^fiing to their chief fimefion. 
While tlierefore several of the above socic'cics must be regarded as supplementing 
their non-credit work with credit, i^o must be remembered that there is a 
much huger number of societies iTjdudcd in the rctiuns of credit societies 
which have undertaken subsidiary Tjon-credit activities of various sorts. 


10. -Dcaliuir tii'st with nr,a-agricultiu'al societies, we find that successful 

. attempts have been made to arrange for 
.Acc.-x. p„rehasc of vam and silk for weaveis. 

cane for haskot-'Vorkvl^.jMmber for carpcntei’s, and implements {sometimes of 
improved pattcni) for industries. The production and sale of cotton 
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and silk cloth, durrios, and furniture liave been undertaken. ]3uilding societies 
have been organised. The purchase and sale of most sorts of common necess- 
aries is being carried on at various co-operative stores. Of these non-agrieultiu*al 
societies the most prominent and the most j)romising arc those formed for the 
benefit of u'cavcrs Their object is to purcha.se wholesale raw material, yarn, and 
silk, to help weavers to buy improved looms and other implements, and to 
■organise the direct sale of manufactured cloth to consumeis. Tin’s type of society 
is in our opinion worthy of support, both because weavers arc a numerous and 
poor class, whoso (.airnings have in recent years been seriously diminished by the 
competition of tlic mills, and also because any method by Avliicli the cottage 
industries of the count-ry can be preserved would deserve a prolonged trial. 
Tt'e would only point out that attempts to reorganise village industries on a 
more proii table basis sliould not he undertaken sporadically or fortuitously. To 
avoid mistakes, which may well plunge small craftsmen into still deeper 
diflicultics than now, it is very necessary that a .systematic enquiry should be 
mad(‘ by Government or some other agency info the economic conditions of any 
industry that may be taken up. and the organise']- should have grasped the 
details and difficulties of the businc.ss and have a jiracticablc scheme to 
propose before asking the peojile to aecept it. 

In connection with urban societies we would draw attention to the fact 
that certain types, such as buildmg societies iind stoi-es, more especially when 
they arc composed ot nn*mbei-s whose means raise them above the poorer classes, 
though not in themselves necessarily imcoopei-ativi?. exhibit a tendency to 
ignore the moral bases of co-oi)oration. It aiipears to us that in some cases regis- 
tration has been sought uudor the Co-operative Societies Act i-athei- than imder 
the Companies Act in order to take advantage of the concessions obtainable 
under the former Act jind to sivoid the detailed restrictions of the latter. When 
a society is formed to carry on a business which is also capable of being carried 
on as an ordinary trading c );\cein, wc tliink that the licgistrar should scrutinize 
the application most carefully, rememhering that the intention of the Co-ojiera- 
tive Societies Act as dclincd in its preamble is to promote “ thrift and self-help 
among agriculturalists, artisans and persons of limited incaus, ” and that he 
■should grant registration only if the proposed society fulfils tliis intention. 

11. Among agricultural societies for purposes other than credit, the 
AgricuUttral non-credit- eocielies — Sale Outstanding ty^jcs are thosc for tho sale of 
of produce. produce, and for cattle insurance. The 

former arc at present chiefly found in Biu-ma and combine udth credit business 
■the sale of paddy and ground nuts onbehalf of then- members direct to wholesale 
•dealers at Rangoon. An objection has been raised before us by persons interested 
in the export trade, that such societies ai*e likely to raise prices as against the 
merchant and the consumer, but we have found no evidence in support of tliig 
view. On the contrary by the elimination of nunecessavy middle-men the 
profits, AA’hich previously went to them, become available for division between the 
-agriculturist, the merchant, and the ultimate consumer. The removal of such 
•agents as are merely parasitic means more rapid business, a quicker turnover, 
and a better understanding between the wholesale purchaser and the producer 
•of the crop. These features are noticed because they would probably cbarac- 
"terize any societies that may be similarly organised hereafter to deal with the 
wheat or jute trades in India. . 


19. 
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12. Witli regard to cattle insurance only two schemes Iiavc hitherto been tried 

Jn,„ra>,ce of cattle. ‘f ® 

the Coorg scheme the owner pays two- 

thirds of tlie value of the animal insured into the society uithin 4< yeax’s hy 
instalments of decreasing amounts. Should the animal die before the pay- 
ments are complete, the whole amount insm*cd is paid to the ownci*. If itsuvyh-es 
the period, the full amount of the premia paid, hut without interest, becomes- 
payable on death or invalidity. Under the Burma system only plough cattle and 
bufFalocs between the ages of -;t and 12 are accepted for insurance. TJio amoimt 
of the indemnity is two-thirds of the value of the animal as estimated by the local 
committee, and tliis estimate is revised half-yearly . A jxrcmium is charged 
at the rate of 5 per cent, on the value of the animal, llie jxremia arc- 
regarded not as a cumulative inx'cstment but as a payment for protection, 
which extends only for the period covered by the cxuTent premium. As 
the premia charged under the Coorg system are probably too liigh to bo 
acceptable to agriculturalists exce 2 jt in districts where cattle are very cheap, 
the Burma system on this account will probably be foimd preferable. But if 
it is introduced in other parts of India, local modifications of the scheme wiU 
no doubt be necessary. It is true that actuarial data of the mortality of cattle in 
difEerent districts are not yet available, and that the jxremia charged uill be at 
first empirical. But there seems no prospect of obtaining roliable figures 
except from the experience of the insurance societies themselves, and while wo 
advocate due caution we see no object in waiting for the final results of tho 
Burma experiments if opportunities present themselves for starting any well- 
supervised schemes elsewhere ; nor do we think it necessarj', as suggested by 
the Imperial Conference of Eeglstrars in 1912, to defer the introduction of 
cattle insurance until adequate means exist for applying prophylactic measures. 

Two features in the Burma system seem to us to call for special notice and 
deserve imitation if a similar scheme is taken uj) in other provinces. Firstly 
we find that, although there is a rule, (framed in order to secure a resixectable 
clientele and to facilitate super-vision) that the members of insurance societies 
should antecedently be members of ci’edit societies, yet tho finances of the two 
institutions are kept quite distinct. Neither primary nor central credit societies 
are allowed to tmdertake any risk or liability on behalf of insiu’ance societies, 
and this provision seems to us sound. Secondly we find that the central reinsur- 
ance society has received a guarantee of financial support from Government 
in case of necessity. This action is justified at the px’esent stage on the ground 
that it is hopeless to expect such a society to get sufficient share oaixital 
subscribed by the membei's ; at the same time it must have some financial 
backing, because the principle of insurance is to spread risks over a considerable 
area and period, and there is always a chance of exceptional mortality occurring- 
during the first few yeare. The only alternative is Government support, and in 
this case such support appears to us xmobjcctionable in principle. Government 
already spends considerable sums of ' money on the maintenance of a Civil’ 
Veteianavy Department for the preservation of the lives of cattle and gives- 
agricultural loans to replace cattle that have died. It would further this policy to- 
g^e financial aid to societies which not only obviate to a large extent the necesr 
sity of Government agricultural loans, but which lead to greater care being taken 
of the animals and create an interest in preservative measures which will be of 

•weat use to the Civil VeWnary Department in extending its propaganda. If' 

° \ 
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the premia are fixedon areasonahle basis, we think there will he little or no risk 
to Government in giving a guarantee, and we recommend that local Governments 
should consider the advisability of financial support or guarantee when reinsur- 
ance societies are projected. A guarantee of this kind .’should be sufficient 
to give the system a fair tiial assuming that a state of normality would he 
reached in, say ten years, and at the same time the area within which the 
reinsiu'ance society is to work should be restricted, and the maximum liability 
involved by the guarantee defined. 

Societies for the insurance of agricultural crojjs against damage by hail 
have not yet, so far as we are aware, been started in any part of India. 
Such societies would however be useful and, in view of the information 
existing in many iJrovinces in connection with the remission of land revenue 
on accoimt of damage done by hail, they would in some respects be equipped 
with better actuarial data than societies for cattle insmance. The system to 
be followed in constituting hail insiu-ance societies would ajjproximate very 
closelv to that susrffested bv us in connection -with the insmunce of cattle. 

t ^ W • 


13. Most forms of agricultiuul non-crcdit societies, and especially those for the 
, ... supplv of seed and implements, can in om 

toalniatioa tctUi cn-atf t. , 

opuuon best be combmed mth credit socie- 
ties. In fact not a few societies, returned as credit societies, have such annexes, 
maintaining separate accounts, but with the .came membeiship. Much has been 
done, notably in the Central Provinces, in growing and distributing improved 
seed through organisations of tliis sort. TThether tlie work should be centralized 
and left to a Central Bank, or localized and dealt irith by a primary society, will 
depend in every case on the sort of function imdertaken. Ordinarily we do not- 
think that a society should itself become the owner of the commodities handled. 
Itis preferable that it should buy or sell on commission, or on some system under 
which it merely imdertakcs joint sale and purchase on behalf of the membeis- 
at their risk. 

It fe, we think, in the use of credit societies for distributing improved seed 
and implements, and in the general sapeivision and development of non-credit 
societies, that the help of the Agricultural Department can most usefnliy 
be afiorded and it .'hould be nivcn — as it is alreadv riven in many pro- 
vmces—fnlly and ungrudgingly. Provided that it uses the societies nor lor 
experimenting in new processes but strictly for popularising provec. 
prewements, we think that nothiner bur good can he expected mo— 
assistance oi the Agricultural Department. But while at some funn? 
the Agiicmltural Department may be not less interested than me 
ative in the management of agricultural non-credit societies, 
must nece^sa^ily remain at pres'^nt and for some time to co—- ^ 
of the BegL^rof Co-operative .Societies. 
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Xok-Ageictjettjeae Ceedit Societies, 

15. In introducing the co-opemth-e credit movement into India the 
Claims as compared wiUi agrkuUnral Gavcmment of India ordered that the es- 
co operative credit. tahlishment of societies among the agiicul- 

tui-al classes should he the first care of local Governments, giving as then- reason 
that “ the agricultural problem is more serious and far more difficult to deal 
■with than the industrial problem, and it is necessary that effort should he 
concentrated. ” These orders have been carried out -with the result that -we find 
in British India 13,882 agricultural .societies now in existence, as against 
•68‘1 non-agiicultural societies. The development is not perhaps so onesided 
-as might seem at first sight, since if it he assumed that pei-sons living in 
•towns of a population exceeding 6,000 form the urban classes of India, there 
is at present one society per 38,000 of the non-agricultural population as com- 
])ared with one society per 15,000 of the remaining population. But the fact 
remains that it is to progress among agiicultui-alists that attention has chiefly 
“been directed. It appears to us that the policy laid down by the Government 
•of India, though -wise in the initial stages and fully justified by results, might 
now -with advantage be relaxed, and the development of non-agricultural so- 
■cieties encom-aged to proceed pari passu with that of agricultural societies. 
The interest on loans paid by the industrial classes in towns is not 
lower than that charged to agiiculturalists. With rising prices, insufficient 
^ind insanitary house accommodation, wages often held in arrears, and a deshe 
for a higher standard of living consequent on the .spread of education, 
industrial difficulties are bound to increase, and we are of opinion that any 
form of organization, such as co-operative societies, that has a tendency to 
alleviate these difficulties is worthy of support. We would also point out 
that the excessive development of agricultural societies to the exclusion of 
other classes means that tbc demand for money and the repayments of loans are 
not distributed evenly throughout the year, but occur’ at particular seasons, "inth 
the result that Central Banks during certain months of the year find it difficult 
to employ their capital profitably There are also advantages in bringing the 
urban classes, and especially the lower industrial classes who at present see 
little of Government Officers except in their judicial or, punitive aspects, into 
•close contact inth a branch of Gover-nment which they caimot but regard as 
beneficent. Bor these reasons we would advocate tire extension of co-operation 
among the non-agricultural classes provided always that it is carefully super- 
vised and controlled. 

IG. 2\on-agricultural credit societies, as may be seen from the figures in the 

margin, have already made their appear- 
ance in all the larger provinces. The total 
of tJiese is 002 of wliich more tlian half 
are of unlimited liability. On the question 
of the form of h'ability to be adopted in 
such societies, we think that as a gener- 
al princiifie when the clientele is faii’ly 
wcU-to-do, and when owing to local conditions full mutual knowledge caimot so 
ea'silv be «:ecurcd nmons the members, and when the share cjipital is adequate to 
the business undertaken, liability should be limited, but othenriscit should be un- 
limited. Wc would also remark that in dealing with such societies, central banks 


Special cliaracterhtics, 

yndras 

Eomlmy ... 

Ucti-al 

Ilihar ar.d Oris, a ... 
UnitrJ I’rovim-cs ... 
I’utijab 

B'Jnna ... ... 

Central Proriiifcs ... 
Assam ... ... 
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60 

9S 

70 

:'!i 

179 

]1 

Vi 

ST 

1C 

C02 




14 > 


TJIE CO-OPEEATIVE MOVEaiEXT IX IXEIA. 

makes for better uianagement if the head of the office, whether a member or not, 
can watch over the society, and if arrano-emcnis can be made by a provision in 
the byelaws for the recovoiy of loans by deduction from , monthly salaides. 
We suggest that , it would often be possible for such societies to encomage 
thrift, to iwTiode themselyes with an improved security, and to simplify 
their accounts, if they required all members as a condition of membomhip 
to insure themselves in the Post Office Insurance Pimtl. As in the case of 
other classes of non-agricultural societies, we would repeat tliat employes’ 
societies should not be started unless really satisfactory arrangements can be 
made for their regular management and control. 

19. By far the most valuable and hopeful form of urban credit societies is 

«««. inoai-opmiontlmtwHc.lieoa(toosi(«opora. 

tions to poor castes, e butchers, wcavei-s, 
mill-hands, scavengers, etc. In their early stages these societies need constantholp 
and guidance, Avhich can host he sup2)lied by some xdiilanthropie individual or 
social agency. The work well repays its originator, for as a rule these classes 
show themselves very amenable to. co-o^jerativc ideas and anxious to Icaru. To 
their credit it must also be said that they arc gcnercally most pimotual and honest 
rejAayers. Since the members owing to their depressed condition and lack of 
education cannot hope to manage their oAvn business ndtliout long training, 
especially in the matter of account-keeping, we think that the support of the 
clerical staff of these societies is an object for which grants might suitably 
be given by Local Governments on very xnuch tbc same grounds as justify 
grants to other philanthrojiic institutions. 


Ageictjetuiiae Cebdit Societies. 


20, The agricultural credit societies noiv established in India are for the 

most part composed of peasant owncivs or 
lianhfQT lat-fff jirojmeiors. tenants, and no steps Iiave yet been taken 

to extend co-operation for the benefit of the class of largo proprietors who oAvn 
the bulk of the land in several provinces, and whose estates are often much 
encumbered. The case of these tn'otwietore, has been represented to us, and more 
than one llegistrar has sciiously considered the jrossiljility of introducing some 
form of co-operation among them corrcs 2 )ouding to the Land Mortgage Credit 
Associations or Mortgage Banlcs iviiich are found on tlic Continent of Europe. 
Wo have not ourselves examined the details of such schemes and their meiits 
must necessarily dcjjend largely on the pcculiav circumstances of eacli province, 
jiloncy can ah’cady ho Ijorrowcd on some large estates at fairly easy terms and 
this fact, together with the necessity for long term capital and a Avant of solid- 
arity among the constituent members, would he a difficulty ^ of some 
imi>ortancc in tlie way of general schemes, but wc feel that the establishment of 
well'Conceh’ed and AA’oll-administercd mortgage associations or banks at the 
instance of the landed gentry of the country noth t])c help of Government A^nuld 
be a measure of great value not only to the proprietom themselves but also to 
the Government, and tliis fact should in our opinion be borne in mmo ii appli- 
cations are at any time made for special concessions in respect of such hanks. 


^1 In the absence for the time being of this more ambitious class, of effort 
,rcKe, ic/afure. (ical ui ilic mam mth the giadc 



TSE CO-OrEEATlVE MOYKMEX 1' IX IXlXAv 


of society irliicliis intendctl to meet tlio iteeds of small ImtdUoldovs, iet\auis, 
and men of a similar social status in ilie eountvv distviets. 'I'lu'si' aj;'vieuUural 
societies vary both in character and in name in (he vavions pvovinees, and in 
order to render our observations intelligible tve have found ii .lu't'i'ssarv In avt'ivt' 
at a uniform nomenclature. Under the Co-operative J^^oeii't ios' Ael‘ all classes ol' 
registered societies, 'whether in themselves j>nmarv tmilsor rt'dt'ratlons ol' et>nsli» 
tuent societies, are spoken of as ‘societies.’* In ae.lnal pvaeliee hovvevi'r I he 
primary units arc in some provinces known as ‘banlcs, ’ Imt in most as ' sot'ielh's.’ 
"We sbnll in this report speak of them ns ‘ ju'imary soeietii's ^ i>r • soeieiit's ' and 
■we think it would be well if tliis terminology oonld in riiliiro bo jidhi'i'et! lo by 
Local Governmeuts in their olficial cotnmunicalions. 'I'hi' sooieties .'n'(' elarisilled 
in the returns as ‘agricultural,’ if the majority of members are agrioiill.iii'isiM, 
or if the main object is agricultural. 


The nomenclature for the central societies, imd('r wliie.li l lu' primarv itonie" 
ties were federated, Avas discussed at the Oo-oisM’al.ive (ioiirereiici' of ilaiiiiMi^y 
1911. It AA'as then recommended that they slioidd Ix' clasHilied iiiKh'i' l.hi'(;e 
heads, viz., ‘ Central Banks, ’ ‘ Unions * and ‘ Central Hank ing 1 1 iiioiin ’ a nd I lieii(» 
terms are still prescribed for \iso in the Govornintmt of India, n'liirii.s ; Init I lien; 
has always been some confusion as to wlictber tlui distiiKd.ioii Ix'tweeii a. Ciiiitral 
Bank and a Union should depend on the ])rcsoneo and M,hw‘n(«i of liiuik ing I'nne.l ionn 
or the absence and presence of individiijil sliarelioldin-s, a.n(l diireri'iit |n’ovInnn;i 
hav-e followed different linc.s. Apart from tlie a.nmial l•elm'n'l, we (ind IliiiJ. 
in some provinces ‘ Unions ’ connote supervisory fmietions only, in otlieni tliey 
include banking societies, and in one ju'ovinco tlicy refer t* aii'if»riia,tion/i wliieli 
are outside the Act altogether. In some provinces tlirj tfirm ' (jentr/i-l hank' in 
apjjlied to all forms of central Ijankiug societies ; in olliers a ciintiul hank i« 
termeda ‘ district bank ’ if itis-situatcdattbcd/strict l)e.adf((4(ir(,(!rii ; and In others 
the terms ‘Urban’ or ‘Toavu ]3ank’ (jx relic of the early (>tf(,<<;e fd' eo'0|X!i'a(,lfai in 
which Ton-n banks -were introduced to finarm: the rural in/f'/ntUnaj H etfll apjiflnil 
to certain central institutions. Since moreover the inutMtnl liltv.'iUU'Minn vV'W 
prescribed, a further type of society knowm m a ‘ I'l'ir/infiial Itmik ’ Im I, mil 
started in the Central Provinces and Bihar, and the Cerd,ral I'/anloi iii lit/inlmy 
and Alandalay, as well as the Centi-a) Uj-han Bank at Ma'h'ae, f//(/}| /jo/ne fo//e- 
■tions closely allied to those of a Pi'ovineial Bank, We n'nni'inr Urd v//} ;;hal| he 
following the general convenience if In the report ’,/e treat the /i/e eez/ta//! 
institutions at Bombay, :Madras, .Tobbulpo.'e, Bankipo-’ and ,>I a.'//la)ay ;>/■, < pro - 
vincial Banks’ and speak of all tbo othe.' federal i.n-tit it, ' 0,00 //h/eh d ',U,>duL 
business as ‘ Central Banks.’ ' o r 
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.111 Uio xinniM.] I'olaiiDH Uk; imnilx'i* of ngrioiilMiml hocIoUpn ni hidi- 
cjiUid Hopiwil.cly I'roin Mml. of oMifi* forniH ol' jigi’loiiirnr/il (i()' 0 )»or»i,(/lon, Inil, 
iJio fiii'IJKM' Hinli.s(.b!H nbowiiifjf llio iiimiboi' ol’ iiHiinlx'iH, ivovbiiip; o/ijjlbi,), mid bo 
J' orl,li, do noli jiki-Ico IJm'h dlHliiiudiioii, mid ni.Biiob llffiims iihivo may (jiiob) Iioro* 
al’lioi* hi l.lii.s I'oporli, it liim boon iin])ossiblo U\ oxoliido llio dala for iif^riaiiltiiml 
non-cvodili Hooiol/io.s. Ah ibo nimiboi' ol' l-boHo HOoiolioH Ik kI- iiroKonl; vory fimall, 
ilio inoonvonionco ho omiKod Ih nofflil^'lbJo. 
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f^OriKTlES. 

So. I'l-om flx'ti’rnis (tf tlirn'fi'rnu'cinailf* (nllii*; Cnmniif1<’c (sf‘c, parnirraph 

n it ivill h(> oliscrvcil fliatits 

iff/ir/frir- o! >ialiU(y cl tmn.irr €^atieii>*! lo ri'fj'r ill <lic )naiii 

l<* <1 m‘ fmaiicial of the jiroviiicial 

and central hankp. and we have home this in mind throiiLdiont onr enquiries. 
But the financial sfahilify of the higher class of Jiank, thouLdi dejicndent. on 
many considerations ]ieeuliar to that class, must always in tin* ultimate resort he 
dependmii on the soundness of the primary societies on which the whole 
sti'uctnrc ifsts. "We hare therefon* no hesitation in dealini; at some length 
with the considenif ions on niiieh the soundm'ss of the jnimary soeieUcs is based. 
Tlie outside investor or depositor wlio d<>als with Provincial or Central Banks lias 
seldom the time or opportunity to look elosidy into tin; manner in whieh the 
hushiessof the eonstitnout primary societies is eondnef(?d. and it is therefore all the 
more ineumhent on the supervisoiy authorities, from eonsiderations of honesty as 
well as prudence, to see that the hnsiness of this class of societies is conducted on 
sound lines both from a co-operative and from a iinaiicial siandiioint. Pei’sons 
who know of co-operation only from books are doubtless often disappointed 
when confronted with eonoretc eases of societies in act.ual w’orkiiig, whether in 
India or in Euroiie, and are apt thereafter unjustly to disparage the whole 
movement because the specitic inslanecs wliich came before them fell short of 
theii’ ideals. But while it is indeed a mistake on the one hand to exjiect 
more from these societies than human nature is lilcely to realise, it is equally 
a mistake for those responsible to rest content with an iiifeiior standard of 
co-operation, w'hen a higher standard is attainable. We have accordingly consi- 
dered it oui* duty to point out iu some detail the chief considerations on which 
the soundness of piimaiy societies is hnilt np. It is ultimately on three main 
requii'ements that their soundness is based. They must in the fimt place be 
co-operative. They must also he business-like. And finally they must he 
thoroughly well supervised. These points may conveniently he discussed imder 
t;he following three heads : — 

(a) The constitution and management of primary societies. 

(&) The composition and employment of their capital, and 
(c) The aiTJingements for their inspection and audit. 
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rRIMARY SOClin.’IES, 


COXSTITUTIOX AXD MaXAGEMEXT. 

2 J , A soi'icty lia*! very little pi-ospect oE siiceess iinkiis it is started on sound 

„ j-,- ry -i lines, and the Jledsti-ar is nrinmrilv 

lU*p'>n*tltliii! (>f fne lieji'lr.n. ., 11 . . ■ ‘ 

responsible for seeing to this. In some 
parts of Tnilia we have found a tendency on the part of the Ilegistrar to think 
that lie should automatically register all societies, which in their applications 
for registmtion satisfy the conditioas of the Act and the Rules. ]Jut we would 
draw attention to the provision of the Act which lays down that, after he 
is satisfied that the legal preliminaries have been complied with, he “ may, if 
he thinks fit” register a society. TVe think it essential that ho should per- 
sonally sat isfy himself that the society is being formed on a sound basis, and that 
in every case he should himself see the reports which have been submitted on 
the proposal for registration. 


2 .-). 


Area t)io»f unit able. 


In coiisiilcring such aiiplications there are several points to which it is 

necessary that attention should be directed. 
The area of ojieratioas should for instance 
he clearly defined and should conform to tlie spirit underlying section G 
(1) of the Act. Jiy this we mean that the field of the society .should be suffi- 
ciently restricted to allow membci'S to be mutually acquainted and to be in a 
position to i?xercise an elVective mutual control. It is a good geiufral rule that 
there should be one society to one village and one village to one society. JJiit 
apart from the fact that the term “ village ” does not mean the .same thing 
in all J’rovinces (in -Vs.'sain and Coorg.for instance] it carj’i<r.s’[u .special 
meaning), there are exceptional circumstances which justify departures from 
this rule, 'i’lu! circumstances which justify exccjitional tre.'itment liavtj been 
de.'jcribed as follon.s in the .llesoliitioii of !lt)M : — 
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opening for local talent. It brings more men to the front, trains them to 
nndertalce responsibilities, and by carrying on a business not exceeding tbe 
. capacity of tbe committee, prevents tlie domination of one man. Societies sbonld 
in oiu" opinion, be small at tbe commencement, not only nben tbe members 
are poor and backward, but in aU cases. When a soimd begiiining bas once been 
made, gradnal increases should be allowed, care being taken that the men of best 
character are admitted first and that subsequent admission is treated as a favoiu* 
to be earned bv the candidate rather than as a benefit conferred by him on the' 
society. The average size of a rural credit society in Germany is about OJ- mem- 
bers. In India the average membership of an agricultiu'al society is 41, 

the figures for each province being as 
shown in the margin. T\’'ehavfe some hes- 
itation in suggesting a definite numerical 
maximum, but as a rule we think that 
a society is apt to become mimanageable 
if its numbers exceed a total that might 
vaiy from 50 to 100. 


Mndtas ... 

Boinliay ... ■ GO 

Bengal ... dC 

Bilinr and Orissa ... ‘IS 
Unifed I’rovinces ... 50 

I’unjnlj ... 

Burma ... SI 

Central Provinces .. IG 
Assam ... Gl 

Coorg ... 01 

Ajmer ... 20 

Britl'll India ... 41 


27. In some areas we find a tendency, not yet perhaps vciy marked, to 

exclude deseri'ing but poor persons from 
Danger ef cielmkcucu. societies ou the ground of them caste or- 

status. Societies at jiresent are composed chiefly of small peasant oiniers and 
occupancy tenants, and it is the cxcejitiou to find village ai'tisans and agricul- 
tm-al labomei-s included. We see no objection to societies being constituted 
mainly of the existing elements which form a well defined body of men 
for whom co-operation is especially required. Excessive exclusiveness however 
is also an evil and care should indeed be taken that deserving persons are not 
excluded merely on the ground of poverty ; but wc would not advocate 
anything like a crusade to force the poorer classes on the present members. 
Societies should bo taught the principles of selection and should be left to 
themselves as far as possible to settle individual cases. 

28. We would not advocate the deliberate mixtm’e of occupations in 

societies in order to keep the funds in 
constant cuculation. llfisied societies, where 
tried, have not been a success, and it is formcl that non-agriculturists in ao-ricul- 
tural societies tend in practice to take loans at the same seasons and for the same 
periods as agriculturists. On the whole more is to be gained by respecting the 
general Hmits indicated by the occupation of the members and secui-ing com- 
munity of interest. While however we would not advocate any attempt re 
effect a mixtme of occupations as between the members of a society we cons:^' 
that there is much to be gained if the societies affihated to one central 
ai-e as far as possible representative of different ^c-s of occupation. 

29. The existence of faulty societies generaUy due to hasty 
Segvtremenfs before reghirotiou. WOuld repeat that nO ^ 

appHcations. Eull reports should alwa^'T^ w 
which asocietvisorsanised ^ . 

on v'hich information should be should 

that a. Kegistra, it 

— 1 — z . — ,, ^ to asceitam ( 1 ) wheth^ ■ -‘-v 




co-opeiatioii: 


L. t'- 
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appear to be too involved in debt to make a society successful (and for this 
purpose a statement sbowinir, though not in great detail, tlie assets and liabilities 
of intending mcmbei-s should be submitted), (3) ivliether adequate working 
capital is available in the movement, (4) -whether the applicaiits are men of 
goofl character, and the village as a -u-hole free from the taint of litigiousness, 
(») •wliether means are at hand to provide for the necessary supeiTision of 
the society -when formed. Enquiry should also be made as to the suit- 
nbility of the proposed secretary and committee. 

30. ‘W’e cannot too strongly urge the neces.sity foi- careful teaching both 

before and after registration. ]\rost of the 

Te.xehtnn of eo'Operattce prnitiplei. , » ,. ... 

faults which wc have found m societies 
are due to the lack of such teaching, and theimpoitancc of the point can scarcely 
be exaggerated. The work of instruction is trring and uninteresting, and there is 
geneinlly a tendency to scamp it. Pamphlets and formal lectiu-es are good in 
their way, but are of very secondary imjiortancc compared with actual pei-sonal 
instruct ions by the organizing or supeivising staff in the villages themselves.' 
Eislriet and Provincial Conferences are also valuable in stimulating interest 
and a he.'ilthy livalry but do not aiford the. .solid instruction that is requiied. 
In Purina the Pegi.strar has laid dmni in simple language 10 main principles 
which eveiy member of a society in that jirovincc is expected to learn and know 
thoroughly, and we were much impre.‘--scd with the results of this method of 
training in the efficiency of the societies. TJie .system is of potential value 
even when the juineijiles are merely learnt by role, and whether other Pe- 
irisirars adopt the .sv.stem or not, we think it advisable that they should lay 
down certain e.-si-ntial heads to guide organizci's in their teaching and to save 
vauue tallc and wnsti* of eiHuiry. These heads would vary according to cir- 
euiii‘it:mees hut should in our ojunion inelude tlie following points: — (1) That 
the ohjei’t of co-openition is as much to encourage .savings as to grant loans 
on n-asonahle terms, (2) that the sueei's; of a .society dejiends on the mutual 



rinSIAllY SOCIETIKS 


21 


insisting lliat. Iho ageiil, who forms a society, should afterwards I)C responsible 
for •juidini' it. to success. In addition to oral training, good results liave hcen 
ohtained in some, piwiuccs by arranging for the members of now societies to 
visit older <mes and sec them at worlc. and by small and strictly local con- 
ferenc{?s. 

."2. It has been urged that in order to instil co-operative ideas into tbe 
h. pnn,an; ‘’f rising generation, the subject 

’ iii/voca/eif. should be taugbt. in primary schools. ' To 

this we arc opposed. The theoretical teaching and learning of such a subject 
would be unintelligent, and tbe school curri<mlum is already overburdened. 
•Children often accompany their jiarents to a •jociety’s met^lings and it is in this 
way .and by general convci-sat ion that they can in onr opinion best acrpiirc a 
piuetical knowledge of co optwation. 

3 : 1 . The Scen'tary may be a member of a society or not, and. where neces- 

sjiry. there is no objiudion on co-operative 
"roiiiius to ])ayni^ linn some rennmcnition 
•on a strictly limited scale. He should if possible I)e .a local man and not an 
outsider. "We think a local Secretary, capable of iierforming the duties even 
in an inferior way. is j)ref<T.able to a mon* eompet<mt man brought in from 
•outside. The village accountant docs not make as a rule a suitable Secretary, 
but we see no objection to tlu' village school master being appointed Scvjretary 
avhen the Education Depaitnumt allows Inm to undertake* the work Tlie 
functions of the Secretary dilVer in dilfewml ])arts of India and we do not 
press for uniformity, b\d it is essential that as far as j)ossible In; should be kept 
to purely clerical work, such as writing accounts and minutes, and should not 
be allowed to take into bis oum hands any of the functions of the Committee, 
iror this reason we view with some distrust tin* system prevailing in some 
provinces under Avhich one Secretary does the work of a groui) of societies 
in tiacts where socielie.s are small and backward. Such a system tends to 
give the Secretary too much iiowcr, and thouglx avc recognize that in many 
cases there is no alternative, we look on this coui’sc as a temporary expedient 
which .should be abandoned as soon as opportunity offers. 


31. There is considerable divci-sity in tbe byelaws deiining the powci-s and 
,, . „ duties of the iManaging Committee, but 

the main point is to ensure that the Com- 
mittee should work as a Committee. The Registrar and his staff should take 
^special pains to see that it does its work regularly and as a whole, and does not 
hand over its responsibilities to one or two active men. It is also important that 
the Committee should not be placed beyond the control of the general meeting, 
.and though re-electiou is of course permissible, the period for which a Committee 
is elected should not as a rule exceed one year. 


35 The remissness of some IMaiiaging Committees, their failure to abide by 

■Committee of Supenhion not reeommemled. and theil- occasional partiaUty to 

themselves is only too apparent in India as 
it has been in Emope. I7e have been urged, especially by Mr. H. M’. Wolff, to 
insist either now or at a later stage in the movement, on the appointment of 
•separate Committees of Supervision, such as prevail in Europe, whose duty 
nt would be to keep a watch on the work of the Managing Committee. Such 


15 



22 


PUIMAltY SOCIJiTIES. 


Committees have been tried in Bihar and Orissa, Bengal, Assam, and Coorg, but 
they complicate the machinery, and have not as a rule pi’oved a success. It is 
hard to find in an ordinary society suflS^cient men suitable to serve as Superrisoz's 
in addition to those required for the Managing Committee, and when men are 
found, they are generally of inferior calibre to those whose work they are intended 
to supervise. We would propose, i£ possible, to reach the same end by the 
establishment of Unions (regarding which we have given our views more fully 
in a later part of this report), and in any case we do not advocate Suizervisoiy 
Committees in the vast majority of agiicultui-al societies as a suitable featm*e 
in their constitution either now or in the near futm’C. In urban areas, where- 
the pei’sonnel is more freely available, we think that such Committees might be 
more successful, and in such cases a trial of the system might per-haps be use- 
fully made. Similar Committees, undertaking the same duties of supervi- 
sion, but composed of public-spirited persons who are not themselves members- 
of the societies which they supervise, have been tried in some cities and have 
been found of distinct use in enhancing the efficiency of societies. 


36. In connection with the organisation of societies, two fm-ther questions 
. , been raised, namely, (i) whether 
^ ^ special powers should be conferred on 

societies to enable them to ascertain accurately the debts of tlreir members or of 
persons desirous to be members, and (ii) whether it is right for the ' society to 
pay off the whole of the ascertained debts of an applicant/^^^^ mer^ eyship on his 
entry into the society. 


As regards the former of these questions, a sur ystion 


y shou.-<<j!ay 
nd to save 

/ - , (ling to cir- 

Co-operative Conference of 1913 that special po’. ( of tin Y_(i) Tjjat 

should be given, and Local Governments were r ' ^(v 

India as to the advisability of legislation to al^WAociet'v:>^^iSr'-' V mutual 
all creditors of a member or an applicant for 

debts due by him, on penalty of their- losing<nlteres^'thereafter 0 * 0 ^® be 
preferred. With the exception of the Government of Burma, ino5^° ' 

Governments were against taking any action in'' < 3 direction indicarl^Y aSL^jj,,.e 
matter was then referred to our consideration. .^ 1 .^ -a perusal of the opimons 
received, pm’ view is that no action is required to mety ’^e case o^a debtor vrho 
purposely conceals his debts, as it is ea; hypothen thc’'^ of^ piety to be 
sufficiently acquainted with the circumstances of its meii„^rs'’^^revent the 
election of a debtor of this kind, and consequently we do not i^finic tliat there is 
any necessity for gi^^ng power's to issue a general notice on creditors to present 
statements of debts due. The case which is to be met is that of a creditor who 
refuses to supply a statement of the debt due to him, that is to say, who refuses- 
to give the peasant debtor wliat evei-y man is entitled to get from his banker, 
namely a statement of account, and we consider that there is no objection 
inpr-inciple to an an’angement by which a society ’ should be entitled to seive a- 
notice on a named creditor for the submission \Tithin one month of a statement of 
the sum due to him by a member or applicant for membership, subject to the 
dischai-ge of the debt if he fails to submit a claim and a pro.secution uuder the law 
if he makes a wilfully false one. In view of the replies given by the Local 
Governments to the previous suggestion we would recommend that legislation of' 
this kind should be tried experimentally in Bm-ma before being applied elsewhere, 
and we would add that in om- opinion it should be considered whether the above 
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proccclui’O sliouW not ho aiiplicahlo to all classes of agricultural debts, 

■v\*lictlipr a co-opoi-aiivc society is coucerncd yith them or not. 

37. As regards the further question, ivhether it is advisable for the 
Pm'iiiff of tltl’fs on odininsioii society to jmj oil the debts of a niemhei 

to a M'rirftf. on liis election, "wc think that no unvary- 

ing practice ean he folloived. The question arises only -vrlien the society 
considei's that the debtor is not too far involved to he extncated from his 
debts, and ivhen it has funds to jiay any sums due by him. In such cases the 
best plan in our opinion is to arrange to clear olT at an early date, but not neceis- 
sarily on admi.ssion, the debts of a non* member. Unquestionably from the 
oconomie point of view the entire cxtinelion of all old debt, and the suh.stitution 
of the society for the money-lender as a member s sole creditor is the most.^atis- 
factoiT course ; 1ml in relieving debt without any corresponding ell’ort on the 
part of the debtor, there is a real danger of weakening his strength < i character 
and thereby making him a less valuable member of a society than he was other- 
wise capable of becoming. If the creditor is troublesome and threatening, there 
is no help for it hut. to clear olf the debtor’s debts at onc(‘ . Otherwise we consider 
that it is best to pay off a part of tin* debts at a time, as funds ean be spared for 
the purpose, those paj*ing highest interi.st In-ing ehosi'ii first, and the mortgage 
debts and others hearing less inteiist being kiqit ovi'i* till the debtor lias been 
sulUeienlly long in the society for his qualities lo he apjnaised and for the 
I'cceipt of contributions fium himself towanls his extrication. AVc think that a 
procedure of this kind has a better educative ellect than the immediate and 
wholesale clearing otV of debts on admission. 

38. A further que.st ion has been luised in this connection regarding the 

Utlalion to vioiiy.‘lfuileig offer advisability of a provision forbidding 

(x/wMoV.n, memliei's after election to rcsoi’t to 

moncy-lenatvs for loans. 'NVe recognise that .as a gimeral rule it is best for 
niembere to be indebted to the society only and to no nul.sidc agency, but unless- 
steps are taken to finance the mcmbei'S adequately and ])romi)ily. any rule to 
this clYect would ccitainly be ei aded, 'M’e think it- right therefore for societies 
to .abstain from any prohibition against resort by mcmbei'S to the money- 
lenders, but it should be laid down that the Committee must be 'duly informed 
on every occasion when loans arc taken from soiu'ces outside the society. 

e would at the same time recommend that all nccessian' steps should be taken 
to meet the needs of members by .adequate and proper financing within 
the society itself, and wc may remark that the best solution of the difficulty is, 
wherever this may be possible, to induce the money-lender to lend tbrougb the 
medium of the society by becoming himself a dejjositor, or to convei-t a previous . 
debt due from a member into a deposit Avith the society at a reduced rate of 
interest and Avith possibly a reduction also in the capital amount of the claim. 

39. It is sometimes urged that the co-operative movement has at 

Bate and method of propagating soeielie.. only an infinitesimal part 

of the agricultiu'al population and that if 
it is to he of any value, it should expand considerably faster than it has hithei-to 
done, ^e admit that to meet the aims before it co-operation will have to 
mfinence a far larger circle than at present, and we contemplate a very exten- 
sive development of co-operative societies in the future, hut in our opinion it is 
not the pace at which the movement proceeds which is of importance, so much 
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Rs the quality of the societies which are established, and we believe tliat on the 
whole it is best for Registrars, so far as they control the progress of the inovc- 
m’ent, to lean towards a policy of caution and concentration. The rate of 
progress hitherto has been difPerent in different provinces, and the results 
are affected by many local causes, so that the value of co-operation in a 
province hears no definite relation to the rate of increase iu the number of 
societies. Indeed its indirect results extend far beyond the actual number of 
persons who belong to societies, and there is ample evidence that societies have 
•effectively broken the monopoly of the money-londei’s and lowered the general 
pate of interest on loans prevalent over Avhole districts. We are convinced that 
there can be no worse service done to the co-operative movement in India than 
the encouragement of anything in the shape of comparisons between the rate of 
progress in one province ndth that in another, andit would bo advisable for Local 
Governments in future to deal Avith the iirogrcss in each province on its OAvn 
merits. We believe that the time has come Avhen except for special reasons, an 
increase in the number of societies should radiate from existing centres of co- 
operation and should be based on a well-informed desire to imitate existing good' 
•examples. When a new district or other similar area is brought into the sphere 
of co-operation, a sufficient number of experimental societies ma}' suitably be 
started as examples by a special propagandist agency, but Avhen a financing and 
controlling centre can be established for them, it should be left, ^ that centre 
•and to the influence of a desire for imitation to carry on the 'work of propag- 
•ating the movement in the neighbourhood We Ajmuld furtluir note that there 
■are Avhole Provinces or parts of Provinces in which Local rtrctirastances renders 
proper supervision unlikely, and in such areas it is in » A opinion a mistake 
to encourage the extension of the movement in any foriJtion- 

|ofJh\'\ 

The Composition op OAPiTAnlby 


40. The fom* main items in the composition of the capital of agricultui-al 

societies are (1) shares, (2) deposits, (3) 
loans, and (4) surplus assets or reserve 
fund and the figui’es under each of these 


Composition of Capital of Rural 
Societies, 


heads are approximately 


Shares 

Deposits 

Loans 

lleserve 


••• '.t'' \ 

... •)A 


Lakhb. 

49-00 

72-43 

247-10 

24-00 


Entrance Fees, 


-11. We shall deal Avith the reserve Avhen discussing the employment 

, of capital, but before proceeding to the 
examination of the other items, reference 
may be made to a small source of capital, for Avhich separate figiu-es are not 
•available, namely entrance fees. In all pro-vinces, except Burma and the United 
Provinces, it is customary to levy these fees fi-om new membei-s on admission, 
but ordinarily they are small in amount and rarely exceed one rupee. Their 
■object is to cover preUminaiy expenses, to bring home to membei-s that mem- 
bership is a privilege which they must make some small sacrifice to obtain, to 
serA'c as a proof that a member by a definite and voluntary act of payment 
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imdorlakcs Hie rights and liabilities involved in his admission, and to discouragfr 
Avithdran-al hy making it entail llu' loss of a small sum. ■^Vc have seen no 
evidence that the entrance fei'S charged are large cnongh to keep out poor 
membei-s. and no do not think it of much imiiortance uhether they are levied 
or not. 


Shaues. 


•J2. Share capital appears as an 

SLire Srctffit'f. 

part of the system. 


item in the balance sheets of every province, 
but it is onlv in the marginallv noted* 
provinces that it. const ilutes an integral 


The shares in Coorg 


li rf . 


•Madri. 

Vrlt.^1 rrviiiir... 
rr.r.M' 

C.wri: 

: 


arc f'f the value <tf 11s. 10 or Us. 20 each ; in Ajmer 
of 11 s. r»; in ^fadras of Re. 1, and in 
tin* llailfeisen societies of IJimna of 
11s. 10 each. .Such shares as a rule arc 
paid up ftn admission and carry no divid- 
end or right to participate in any vay in 
. .. the jmdits. They are only uithdrawable 
•ji on ee.ssaiion of membership and scitc to 

’ e<[ualize the fir.-t call on members in case 

— of liquidation. 


In the Punjab on the other hand and in the United Provinces and in a laigo 
group of societies in Burma, a .share sy.stem has lieen inti-oduced which aiipcai's 
to be peculiar to India. Sbavi's arc of a face value varying from Bs. 10 to Bs. 100 
and arc payable by yearly or half-yearly instalments siiread over 10 years. 
At the end of that jicriod in mo.st eases the shares arc withdrawable, but in the 
Punjab a tendency to make them permanent ba.s recently appcai’cd. On the 
expiry of the 10 ycai's’ period all llnve provinces agree in providing that three- 
fourths of the future net proiits shall thereafter lie available for distribution 
among the shareholdci-s in proportion to the shares they have paid up. But a 
crucial dilVcrcncc lies in the fact that all profits earned during the jjeriod of 
10 years are carried to the reserve fund in the United Provinces and Biu-ma, 
while in the Punjab one-quarter of the profits oirly arc cariied to reserve and the 
balance is distributed among the mcmbei-s in the form of new shai-es. 

-13. It will be seen that a large jtroportion of agricultiuul societies in India 
To what extent Share Capital tx have no share capital and the question 
npprov-il. whether and in what cu*ciunstances 

the possession of share capital should be regarded as a desirable featiu-e in a 
society. In oiu- view the piime object of every society should be to acquire 
. a permanent capital of its own as speedily as possible. The best method 
of attaining this object is to airauge for a wide margin between the 
rates of interest at which societies borrow and lend, thus seem-ing a substan- 
tial annual profit to be carried to resei-ve, and in this respect India is in a pecu- 
liarly fortxmate position since the high lending rates, that ai-e ciua-ent, makes the 
proviaon of a rvide maigin a matter of no great diffieulty. But in eei-tain parts 
of the country the members of societies have shown a leaning towards shares, 
and we see no objection tc aniving at an accumulation of owned eapital by the 
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route of a sluirc system ratlier than by that of the reserve finid, provided that 
shares are not used to cj’eate disabilities against ])oor- nieinbers or jjai-sons 
desirojis of memheiship or made an excuse for dividend-liuntinjj. !I)ividend- 
bearinjj shares should he recognised as a pif-aller. ■^Vl)en liotvever they are ])aid 
up by instalments on a system not unlike that of endou'ment insurance, tve 
think that thei'e is less objection to them or. co-oj)erative ])i’incij)les. 'We ■would 
note that in Europe, where the juargin for building uj) a reserve fund is eoni- 
paratively narrow, there is now a sti-ong tendency to introduce substantial share 
eajnhil, and that a proposal has recently been ])ut forward to introduce non- 
inthdrawable dividend -beai-ing shares in ]5ihar and Oi'issa. Whcj’e the ordinary 
margin of jirofit is small and cannot be luised in^ view of local conditiojis and 
the reserve finid is accumulating slowly, we see ]io objeciiou to the introduction 
of shares in provinces in which they have not been ])reviously emjdoyed. It is 
not necessary that they should he small in amount, as large shaj'es ])ayable by 
instalments arc an inducement to thrift, but ■we wouhl not recomnunnl as a j’ule 
Tory laige shares, exceeding (say) ils. HO. T.n Jhirma societies with oi'dinary 
Pi,s. 10 shares are constantly aj)])lyiiuj to be reconstitiiied oji the so-called 
Luzzatti system, under which shares of ]ls, ]00are])aid iij) by 10 atinual in- 
stalments, and though we would not encourage the (diange, we see no harjiiin it. 


•Jl. The somewhat complex systems obtainiiig in the Punjab, United 'Pro- 
vinces, and J3urma, are not without their 
di/Iiculiies. J*’irstly there is a risk that 


/Jifficiiltkt i>i the fj/tlmi prcrailintj 
in the Pitvfatj, (he Unilcl 
Viothtce’' and tUirma, 


the 


new admissions, and that 
ajijn-oximating that of a tontine 


the original shareholders may discourage 
wliole system may lead to a situation 
Eurthcr in view of the suj)j)osed vested 
intere«ls of the hfdj-s of deceas»;d shareholdei-s, due cai’c may not be f5x<n‘eised in 
i<X(duding undoMrable heij-s. Should such tendencies aj)j)e:ir, jn-oper slej)S should 
be taken to correct them .Secondly in the Jhmjab whei'(j tlicj-e is a <lec«!nnial 
dislriljution of accumulated ]>rotits it is dinicult U) arrange for the admissioji of 
new nunnhers durin'/ the cuiTcnc-y of the decennium. Jiithei’ they have to jjay 
uji the same nunihcr of instalments o)i shares that, havebwnj collected from other 
shmeholdcj-s uj) to the date of their admis-iojj together with a ju’emium repre- 
sentijii; their share in tin* jjr.olits accumulated uji to d:ite, or they start to ]jay the 
ordinarv in'-talment^ .MUtilarly to the oriirinal membej’S, :uid at the Dual distri- 
bution would have to suliinit to a projmrtioiiate rediictioj) in tlieir bonus. 'J’he 
former plan, v.hi'di i>; a-tually emjdoy.jd in the Jbmjab, S'*ems to us to tend to 
out juvorer metidn.'r.s ; the latt'-r implies more dillieult actuarial caiculii- 
at the cud of tie- decennium than the ordinary rur;il .••ociely cat) ujidtatake. 
Otlu-r v.av' <d‘ 'reltimr out of th*’ diflieidty are to m.ake np the aecoiints annually, 
<ir t'* v.ind up the >-oei<'tic:.s and re-'larl theni on a fresh system. 'J'hirdly 
tlic 'dd i’ujiiab byflaw< rmd the JJunna byrdaw^ allow shai-cs to he withdrawn 
•at th*- e:id of Ifi y<-av.-. .Such shan-s should j)onnally he s'd off againM, loans 
otit-TiVidit;!: or Ir- refunded in ca^-h ; and this jjnijit nii'^lit he taken up 
v.li'-u tin- 10 p.-riod he;:);!*; to fail in. Fourthly as the mimijer of 

'.l.avcii dder-: perjsia'iejttly entitled to a sha)-e in the di'-l rihution of the 
.Mimi'r pr-.lit- in the Punjab, I3i)nmi. or the IJjjifed ibovinees increases, ibe 
T'd’!'- of tie* divide;.*!, jeeejv!;/] hv 1 1)** I'ttcr '-b'lreboiders '’.^)il te-fjd to be less 
thriu *b'. - ■ r.- hy tbe earlier, .Siiouhi tlti^ talre jdace, the situaiioi) mt)st, wc 

tbifikJe' .1. in view of the gre-oter con-idciatiou which is due to the 

j.i’/i'.'cr- If. .‘‘I'll s',.-i>';ic.;. 
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•15. Alt hough Avo Imve not found in agricultural socict ics any marked tenden- 
cy to inflate dividends, avc tlnnk it right 
'' that in all ordinary cases a maximum limit 

should he fixed, so as to prevent the neglect of co-operation in favour of indi- 
vidual profll. The maximum may suitahly be the ordinary rate charged by a 
society on its loans. In tbc ease of the (]uasi-annuily jnirchase sbarcs 
siicdi as are found in .lJurma and tbe United ]*rovinees, tlie fact that 
all the pnilits aeeumiilated in the ten years go in their entirety to tJic 
society’s lleserve Fund is enough to keep out dividend hunters. The United 
Provinees has fixed a maximum to the «piasi-annuity disiribulions to be made 
aflor 10 years. On the grounds that such distrihutioii ]>avtakcs far more of 
tlio nature of an annuity than of a dividend and tliat existing .societies are as 
yet only exiioriniental, Jhirnia has fixed no limit. Steps ivill doubtless be 
taheii to do so. if after the financial re.sults of a number of siieb .societies arc 
hiioMTi, such a-ction seems necessary. ]n tin* Ihmjab, insomiieli as three 
quarters of the aveuniiilated profits of the tini years’ ivor'iing arc divisible 
in bonus shares, tlie arsunients in favour of a limit on dividends ivill apply. 


•to. AVe may note that it is a not uneommon jiraetiee to obtain .shares or 
_ , . . , instalments of them bv deduetion from 

JlCtIttcitoii of ovijrf* Iron Lotnx. . * , . • 

loans gmnted to members, and it is some- 
times luged that shares should be contributed sejianitely from savings instead of 
by such hook transactions. AVi* recognise the forei* of this arguinent. hut in 
practice most 111011111011; join .societies in onh‘r to horroiv. and if compelled to 
make cash payments for shares ivoiild In* driven to the money-h'ndt'r to find the 
money. AVhen tin* loans, from ivhieh the share value has beim deducted, are 
fully repaid, the shares are in fact paid up from the menibei’s’ own profits, and 
Ave Avould therefore permit the maintenance of the practice, Avhieh is moreover 
that found in force in many parts of the Continent. 


L It It mile:! I i afiili ft/. 


• 17 . We may observe here that in agricultural societies, Avhether Avith or Arith- 

out shares, the unlimited form of liability 
is almost exclii.rively in use. It Avas held by 
Sii’ EdAvard LaAA'’s Committee of 1901 to be the form of liability best suited to 
agricultural societies, and under the existing laAV an agricultural credit society 
must, in the absence of the special x^ermission of the Local Government, be 
based on unlimited bability. AYith a feAv isolated exceptions all the xn-iinaiT 
agricnltm'al credit societies in India are societies AAith unlimited liabilitv. The 
laAv does not specify definitely the character of the liability, nor liaA'e we auv 
data before xis to show the interpretation xmt upon it bv the Coiu-fs. 
17 o difiSculties have hitherto arisen in connection AA-ith the enforcement of this 
liability, but should it hereafter be found nece.ssary to define it more clearlv 1^-0 
should suggest that it should take thefonn of "confributoiy unlimited liability ■*'' 
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tls'" !!r’.l;j}i?y n*' thv pn'vp'M'ty of rai'h iiu’jnbt'r of a s(Viety 

f//r tl)i' it- ’t:- iltp: Iiy tii** oth»‘r inrmhoi'. to tho ?o,*’u'ty, Imt tin* pnn'tioal 
u slit' two of tin* liability i< j'erbap*: h'.N*; tlian mi^ht 

u‘ lit*'* 'ijht app'-ar. nail in aay cns** tin* innmbni's of j:<H*iotit*s win*!! • thoy 
thif.k of tin* liability at nil appear fmlinarily to think t>f it ineroly as iinliinitoil 
ati'l to a'-‘*»*pi it ailiinirly as Mu*h. "\Wliavo not foninl that tin* adojttion of this 
fortti o*r linbility. ah<*r*‘ tin* safcmianls against loss aro proj)i'rly tnnh*j>UMd, 
ha- atjy appitvinbl** olV*'ct in knepiug out the ri(*hi*r p(*asatils. nor have 
Of* in**: with any «h‘m:iinl for the Mih>{itutiou of a limited responsihility. 
'i’h** unlimif**'! liability is not undei-stiKid to involve any ohligation against the 
:\li»*!i:itiou of pniperty liy meinhers, and although the material basis for the liahi- 
lifv!^ thus r«‘inhTod somewhat ilueluating and indeliniti*. Are do no! eonsider tJiat 
an arra'rjrt'menf n hieh Aroubl inelVeet imjiost; a detinite cluirge on all tlieir exist- 
ii;*„' piop.'ity wouM In* eithm* praetieahh* or d«*sirahh*. Tin* unlimited form of 
liability as it nowstands has. contmry to theantidpations of many, lH*t*u unn'serv- 
edly ae.'fptrd hy tin* ]n;ojde. and av<* have i‘vid**nee hi'fore ns to show that if ecm- 
stituti’s an important fa'*tnr in tin* eonrnb*n(*e reposed on soeietles hoth hy the 
eeatral insjitutions iiisiile the movement, and hy tin* .loint Stoek Hanks mitside 
it. We s.s- rveiy- reas*m then-foil* for adhering to the jnineijih* that agricul- 
tural eredif soeietie, should he soeieties of unlimited liiihilify, whether they are 
with or without shares. In ♦•itlier eas,* the ultimali* Hahility of all the memheis is 
ill the last les III uidimite.1, and the advantage of share capital is that, if in case 
of linuid ition the share capital is su(noh*nf to meet any delicif that may he 
found t.* exist, then* is no need of any furtbcr levy to meet the liahilities of the 
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societies. In Germany, more tiian 87 per cent of tlie working capital of the 
Baiflciseii societies consists of dejiosits, while in India the corresponding 
percentage is 18 only. It must be remembered however that even in 
Europe deposits came in slowly at first, and in India wo are still at an early and 
experimental stage. The rates that can he earned by commerce or private 
money-lending are often high in Lidia, and the system of dciiositing is still a 
novel idea among the agricultural classes. At the commencement of a society 
it is deshable that dcj)osits should he attracted only by confidence in the society 
itself, and it is scarcely fair to ignorant and illiterate depositors to himy them 
into making deposits before the society has well started work and shoma itself 
trustu’orthy and competent to deal with this class of business. But when 
a society is fully establislicd on sound lines it may vciy lightly do all that it 
can (subject to any liniiis that may be placed on its total borrouTug power) 
to obtain such local money as is available, and unless as the movement 
progresses there is a substantial increase in this class of deposits it will have 
to be confessed that co-opei-ation has failed in one of its main objects. 
Such deposits are generally made from money which otherwise would be 
idle and often from tlie hoards of the peasants. Xo attempt should however 
■ be made to draw deposits from areas served by other societies or from an 
outside clientele which nould naturallv send its fimds to Central Banks. 

V 

Deposits should be strictly confined to pien with local interests, and if deposits 
from this source arc larger than are needed, the balance should be forwarded 
to a Central Bank ; it being undei’stood that the Central Banlc will in its 
tiun support its primary societies in their dealings with local depositors. 
Wo have found oases in which rural societies have been prevented by the 
influence of Central Banks from ofl'ering sufficient inducement to local dejtosi- 
toi-s, but we consider that so long as local money only is taken, a society is 
justified, especially at the begimnng, in ofl’ering such terms as may secru’e it 
the capital that it Avants. 


49. Of the deposits received about half arc obtained from membei’s, the 
Members’ ffrposiis. Compulsory deposils figures for the various proA'inces being as 
not icsoinmemied. shoAA'n in the margin. In order to tempt 

members to deposit, it is in our opinion justifiable (though Ave find this seldom 
done) to offer slightly higher rates on their deposits than on those of 

non-members, the maximum being the rate . 
charged by the society on its loans. It is 
true that such a course may not in 
some cases seem to be to the interest of non- 
deposit ing members, but as the inflow 
of local deposils improves the general 
credit of a society, the membei's as a whole 
are benefited. 




Percentn'-ze of 

Province. 


depo«its received 
from members 
on total dvjio^its. 


Madras 

Borabnr 

Baotral 


41 

72 

r*3 

BUinr and Onssa 


32 

United Provinces 


20 

Punjab 


47 

Burnta 


61 

Central PtoTinces 


S3 

Assam 


SS 

Coots 


40 

Ajmer ... 


,*i 

•4vcrti<;c/or SHtirh InJia 

1 


A certain proportion of the membei's’ deposits consists in some in*ovinces 
of compulsory deposits which the members arc required to make at stated intervals. 
These differ from comiralsonly subscribed shares in that they carry no liability 
n-nil their interest is seciu'e. The justification of such deposits is foimd in the view 
that thrift should come before credit ; but in j)raclice almost aU members join to 
borrow and have at first no money to deposit. As a means of inculcating tln-ift 
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■mul hnildhiir \>i> ;ni ownoil cai)!!;!! wi* «M)nsHlfi‘ llm( stiiall instalment slirms? 
•avc ])rercral)l(> to a coniunlsovy di'iiosii system. 

oO. 'I’Jtc periods for Avliitdi deposits are r<*eeived mns| of ef)ni>f varv, and no 
Term <)/ ilrpo.ytt:t thov.hl vot onUiuirily detailed statistics f»n tli(‘ .siil){f>(;t. an; avail* 
Lc lent ihnn one vf.ir. alde.lml I hr* term tnwl eomtaonly emplrtv- 


.■>1. There are indeed only two cases in nliieh wo nonhl ajijn-ove of dr*pai- 

fnres frojn the rale that all depiwits sluaild 
Tic exccpliotn-^fs/icrf ten-. <Upn*lti In; for not le>s fliaiione vear 01 In 

iaviuga ^ l^l*^'**'* short torin cl<*j)0'iits arc 

often nsefiil to meet demamls for loans 
at times Avhon central hanks are not trivini; out funils, and we see no oI)}»‘clion 
to such deposits for not less than a month, jnovided that tliey are made 
Topayahlc at Imrvost or at the season when the society anticipates that most 
repayments will come in; (2) the second e\ce])tion that we would admit tf) the 
i-ulc is in the ease of sjivings deposits, when small sums wiiliin strietlv marked 
limits arc taken and dealt with on linessimilarto those of the ,1’ost Utliee .Savim's 
Banks. Sa'^’ings deposits liave been tried in the l.'nited I’rovinees. Burma, and 
Bombay, and arc contemplated in Bihar and Orissa, .-md their value sis a nieans 
■of encouraging thrift is .so great tliat. .«:oeieties must, he .allowed to maintain 
them. There is of course tJic danger that if a society nnderfjikes to meet 
demands at call, cash in hand must he maint.-iined and tin’s involves a 
risk of misappropriation hy the society’s otliceis. But we have found that 
•cases of the malversation of sueh funds are of i-are oe(mrrenee. and 
think that the ditliculty might he met hy arranging to kce]) a cash 
balance witli a central hank and i-equiring ji fen- days’ notice for everv 
withdrawal. The rate of interest miglit he left, to loe.-d decision, subject 
to the control of the llegistrar, inasmuch as it is not the rale of interest so much 
•as the oijportimity of depositing and the assiu-anee of i)rompt rcp.nymont 
that n ill attract savings. ^ on-memhci’s al.so should be allowed to ojiea accounts, 
in order that full use may he made of the ojiportunilies alfordcd for thrift. 


The only possible objection to the oiioning of savings accounts in co- 
operative societies is the tiscal objection that hy competing Avitli Post Oflice 
Savings Banks these accounts would deprive the Government of existing or 
prospective resources. We undci-stand hoAvcver that the Post Office Savings 
Banks were started -n-ith the view ratlier of cncoiuaging tlirift than of 
raising resources. They have hitherto to a large extent failed to attract 
•depositors fi-om the agricultui-al population, and we do not consider that 
Government ; would he justified in closing against agriculturists all other 
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avenues to tln-ift. The coniuncfion of savings deposits -witli the system of 
co-operative loans is a most important factor in co-operation in all countries, 
and the Indian legislation on co-operative societies is expressly stated to he 
based on the desire to promote “ thrift and self-help among agricultmists, 
artizans and persons of limited means.” The co-operative societies noil 
furnish to agriculturists a safe method of investing small savings in an 
institution at their omi doors -which is managed publicly by persons whom, 
they know and for objects which they can see and test, and such savings 
have lu’oved in other countries to constitute good lying money. It -u-ill of 
course be recognized that owing to account and rcsomcc .difficulties only a few 
societies Avill at this stage he comj)etcnt to imdcrtakc this class of business. We 
believe, however, that wiien once well started the co-oijcrative societies -will be 
used by agricultmists for their savings far more freely than any Government 
institution can ever hope to be used, and that their use will be attended by far 
greater economic advantage to the country, and probably also by greater ulti- 
mate revenue to Government, than any likely extension of Post Office Savings 
Banks. In Germany for instance the increase of deposits in co-operative savings 
banks has been found to be accompanied by a corresponding increase in deposits 
in public savings banks.* We hold that the people and the Govemment 
have everything to gain by the institution of as many openings to thrift as 
possible and we think that no obstacle should be placed in the way of free 
•competition between otlicial and non-official agencies for encomngiug savings. 
We recognize however that there are valid objections to the use of the term 
“ Savings Banks ” owmgto the risk of possible confusion with the Post Office 
Savings Bank and we think that deposits of this character in co-operative insti- 
tutions should be termed ‘ Savings Deposits * and not ‘ Savings Banks Deposits.* 

52. Except in the Punjab there is at present little temptation to 
Zimit!) to horroiring nwl its effect societies to borroAV an excessive amoimt 
on deposits. of money in the form of deposits. But 

a society Avhich borrows with imdue freedom, whether in the form of 
deposits from the public or in that of loans from the Central Bank, is 
likely to find itself in difficulties, and for this reason it is incumbent on the 
Union or Central Bank, subject to the Registrar’s control, to assess a defi- 
nite sum as the limit of the borrewing power of a society. The manner in 
•which this limit should be assessed, "null be explained in paragraphs lIO-l 
below and it -wBl suffice here to explain that the sum fixed as the limit 
A^ill apifiy to the total hon-owings of the society inclusive both of loans 
nnd of deposits. 

Loans from Central Banks -will only be resorted to Avhen the society 
has no other funds with which to make loans to its members. Deposits, on 
■the other hand, may he offered at any time, and such offers will be dealt 
with according to circmnstances in one of the three following methods : — 

(i) If they do not exceed the lo.an requirements of memhei-s and are -within 
the borrowing capacity of the society, they -willbcaccexited and used in loans to 
anemhers, either directly or by paying off money which the society owes to the 
Centi-al Bank. 

(f<) If they exceed such requirements and are still witliin the borrowing 
jjowei-s of the society, they will be accepted, and the sm-plus which is not 

• por tUo practice as reganU co-opsratWe savings banks is Europe, \re would refer to Chap^r VI of Mr. Wolt's 
Cooperative Banking.* 
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requii’ccl for meeting loans to members will be forwarded fo the Central Bank 
for deposit. In t-iew of the great impoiianee of attracting this local money 
fi’om a class of depositors which nnderstands agricultural finance and is little 
subject to panic, the Central Bank ought, in our opinion, to be prepared to give 
to societies a slight privilege in its terms for such deposits, accepting them as 
far as possible in priority to others and granting for them a slightly higher rate 
of interest than to outside depositors. The sacrifice wliich the above procedme 
entails on the finances of the Central Banks, is one which those banks may, in our 
opinion, properly be called on to bear, as they will benefit from Hie prohibition 
which we would impose on societies against interlcnding otherwise than through 
the Central Banks, and as it is in any case the primary duty of the Central 
Banks to support the interests of societies. The money would be dciiositcd 
by the society in the Central Bank for such jieriods as the Central l^ank 
considers advisable in view of the possibility of futiu’c demands on itself, it 
being always understood that if the deposits cannot bo nithdrami to meet 
farther authoiised loans to members the Central Bank will, if necessary, issue 
loans to the society to the required amount. The deposits so far as the on’ginal 
depositors arc concciiied must be regarded as deposits made in the primary 
society and the society iviU be responsible for their repayment, but the Central 
Bank will, under the arrangements described in jiaragraphs 82 and 155 below, lie 
bound to hold liquid resoiuces available for meeting the additional rcsponsiliility 
xmdertaken by the society, and the Central Bank Avill at the same time Ije 
entitled to notify to societies in advance their inability to take over such 
deposits. ^ 

{Hi) In cases -where the acceptance of deposits offered to a society will 
cause the society to exceed the limit fixed by the Eegistrar for its borrowing, 
and in cases where the society has been informed by the Cential Banlc that 
it caimot accept deposits, the deposits even though local in character 
would have to be declined and the depositors rcfen*ed to some adjoining co- 
operative institution. 


53. An illustration may be useful as slioudug how the procedure would 
... j work in practice. Supposing that the 

Central Bank has assessed the credit of 
a society at Bs. 5,000 and that the B.egistrar, after consideiing the lapses 
discovered at the last audit, fixes the limit at Es. d,500, this limit of 
Es. 4-,o00 represents the sum which the bonwings of the sociely wheiher 
as deposits fi-om the public or as loans from the Central Bank, may not 
exceed. At a cei;tam date the sociely has Es. 2,500 out on loan to mem- 
bers, Us. 1,500 of wliich has been obtained by deposits and Es. 1,000 by 
a loan from the Central Bank. It can therefore borrow another Bs. 2,000. 


The actual additional requirements of members a month later, when the 
cultivation season is near, arc estimated at Bs. 800. The society borrows 
this from the Central Bank, and then owes Bs. 1,500 to local depositors 
Es. 1,800 to the Central Bank. It subsequently obtains another Es. 2,100 
in local deposits. With this it pays off the Es. 1,800 due to the Ccnti-al 
Bank and deposits tho remainiug Es. 300 with the Central Bank. It then 
owes Es. 3,000 to local depositors and is owed Es. ' 300 by the Central 
Bank. Later owing to a cattle epidemic the society rcquii'es Bs. 1,300 for 
its membei-s, and after a general meeting applies to the Central Bank for 
this amount. This exceeds its remaining borrowing power by Es. 400, but 
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in view of tlio fact iliat Ihc Central Bank holds Es. 300 fxom the society- 
on deposit, and of the special urgency of the case, the Central Bank agrees 
irith the Registrar's sanction to raise tlie credit of the society hy Bs. 400 
and lends that amount to the Society. Later a local villager offers to deposit 
Bs. 2,000, hut as the society lias already accepted Es. S,C00 in local deposits, 
the society can noiv accept only the difference hetAveen Es. 4,900 and Bs. 3,600, 
?.£?., 1,300 out of the Es. 2,000 offered, and this it takes and Avith it pays off 
Bs. 1,300 to the Central Bank. 


54. 'We find that in normal times deposits are repaid as a rule Aidth 

commemlablc pimctaUty by agrioiUtai'al 
societies, and even after the jiressnt Avar 
broke out, these societies liaA’e Ai-itli A*ery fcAV exceptions been able, AA'ith the 
helji, Avherc necessary, of Central Banks, to repay promptly such dejioators as 
claimed AA'ithdraAval. The class of dcpositoi-s in these societies is in close touch 
Avith agi’icultural affairs, understands the difficulty of making re2)ayment in 
times of distress, and can generally be induced to consent to a temporary 
rencAval of their deposits. lYe have considered a suggestion that all deposits 
accepted hy societies should he accepted on the express condition that 
repayment may in times of famine or stress he deferred at the discretion 
of the society, hut although avc recognize the additional secimty Ai'^hich 
this condition Ai’ould confer on societies and see no objection to its adoption 
hy any society Avhich feels itself in a position to obtain adequate deposits on 
these terms, a\'c gather from those Avhom vre have consulted on the sub- 
ject that the condition Avould ordmarily interfere Ai-ith the fi-ee receipt 
of deposits at reasonable terras, and avc should deprecate any general 
enforcement of a condition of this kind. So long as deposits in an agricul- 
tural society arc kept strictly local and are not taken in excess of theii* hor- 
roAA-ing limits, no difficulty should he cncoimtcred in refunding them on matu- 
rity. TT e Avould hoAvever in this connection suggest that CA'cry op23ortimif j”- 
shoidd be given to dejiositoi-s to make themseh'es acquainted ndth the cir- 
cumstances of the societies Avhich hold their money, by attendance at meetings 
and examination of accounts, as hy this means theii* synijiathy is enlisted and 
the society benefits hy an additional check on its management. 


55. We have foimd in some areas a certain amount of indulgence 
*.*<«■ !«regnrfs the repayment of long tei-m 

dejjosits heiorc the exj)uy of their 
terms, the money being repaid on the request of the depositor ndth interest 
to date. It is tine that at the commencement of a society arid in order to 
attiuct local money there may be something to be said for such a iiractice, 
but if extensively adojited, it must necessarily upset the forecasts of the needs 
of societies upon Avhich the Central Banks ari-ange their finances. The in-ac- 
tice as regards such repayments in Joint Stock Banks in this coimtiy apjiears 
to vaiy, some of them repaying at a discount, others refusing payment alto- 
gether, and others repaying capital without interest or A\'ith interest at 
reduced i-ates. In co-oijcrativo societies Ave consider that such repayments 
should only be made at the conA'enience of the society and for exceptional rea- 
sons, and that there should always be a substantial reduction of interest on 
any sums so repaid. 
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TUrjlAllY SOCfK'l’JKS 


Loam to Soalellcfi, 


JiOiiiiny'fOw I'Uisr m'ii'.Ucs dinl /I'viii 
■privixle Hoiii'coi. 


.*50. TIjc loMiis J'ocoivwl by .so(!ioli(!.se/M) ho riliisscd sKicordj'nfj U) iha i/dlow- 

iii{? luaiii IiOi'ids : (1.) loans JroJi) flovoj'ji- 
jnoni, (2) loans JVoni Conljvil and J'j’ovin- 
cial JJanks, (3) loans IVoin oMior socioUcs 
and (-If) loans JVom jn-ivato individuals or i)istRulioiis, and tlio inoonaj nndoj' the 
Jlrsi, lliroo oi: tlies() heads aeeordinf^' to Iho last balance slwiels is ajjjn-o.viinalely ns 

«lKnv)i in the juargin. shall speak 
later ol‘ the fust two and shall hoj-e touch 
0)1 the last hvo only. 


H^»nr^•o, 


... .. 
iViAhiiMiil iiihI (‘I'litriil IhuiU 
Ol)|i r Nii'IelUs i,» 


1.: \.l». 


7■^7 

liKlMl 
1 1 


'J’he haul of JiioiKjy by oin; society to 
another rerjiiii'es the sj)f!eial sajiction of 
tln! llefrislrar iiiuierlhe y\el , and we think 
it ini])orlantlhat such loans should rarely, 
if ever, be p|iven except I hrou*!;!! the inediinn of a (haitral Bank or Union. 
Unless the Roeielies are in this way tied to particular llnaneinc; eenli’cs, there 
is a ]-isk of confusion of liabiliti.ts and the(J<*nlral Bank becomes unable to 
foireast the calls likidytobc made ui)on it. J-.ven when a sofdety is not 
aililiatc'd to any Central Bank or Union, av<* think that the .11 cffislrar should 
not allow any such loan by or to it excejd; through some «*xisling Central Bank 
•or Union. 


'J'bo amount of loans by individuals tosoctielh's is not sejjarately known 
being amalgamated in the returns Avilh dejjosils made by non*niembeis. Tla 
•lislinction l)etAvoen a loan and a (hsiaisit for ]uiri)0Hes of agricultural societiei 
is so unimportant that Ave see no reason for classing thimi B(,'))aral(dy, and con- 
'sid(’v that the reeeijit of such l<)ans should bi5 governed by the same j)rineiplw 
ns a])ply to the receipt of dej)osils. 


Trojjurlhn of Capifal owned bj/ Societies. 

57. liven after (ixeluding members’ dej)osits, llui ])ropta’tion of the ca])ita! 

OAVued by societies in India to the totai 
Avorking c.-i])ilal is 22'.'1 jiercont, as against 
tl’S ])« r cent only in the BailVeison societies 
of (Jermany. .I t is in our o])inion most 
advisable that lias groAvlh of this form 
of eaj)ital Avhieh conduces so greatly to 
the iiuaneial stability of societies, should 
bo encoAiragisl in evtay '"'ay, ])arlly by 
the issue of shares, but chielly by tlio build- 
ing up of reseiTO funds, Avith the help of 
a. large margin of interest, and aa'c Jiave no 
sympathy Avilh tlu'- vioAV Avhieh has i)i 
«)ne proA'inco been ])ut before us, that tliis 
class of income sliould bo discouraged, ns 
tending to make socielics prematurely iu- 
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EMTEOYirEXT OF GaFITAL. 

Loavs to llemhers. 

5 S. In sirantinsi loans it is nccsssary to steer betn:ecu two dangers. On 

. , , the one hand, if loans are not given with 

Jirethiig dcniawtU. ^ j.i 2. 

fair promptitude, there is a danger that 

niemhei-s may he compelled to revert to the money-lender. On the other hand 
if nioncv is left in the hands of any official of the society for the purpose of 
niceting emergent demands, there is a danger of peeulation or misappropria- 
tion and consequent damage to the reputation of the movement. In our 
opinion coniideiicc must he reposed in a society's officials and a certain 
amount of risk must he run. hut the risk should he reduced as much as pos- 
sible. !l.<oaiis required for the agricultural year or to meet seasonal agricul- 
'•tural demands should in our opinion he distrihuted at one time, so that 
sudden and isolated calls for money may he as few as possible. Such special 
calls should as far as is feasible he dealt with in the same way as other 
ioans by a quorum of tlie Committee (of not less than 3 in number) and the 
decision should always he placed on r«‘cord, hut very urgent calls will sometimes 
occur (as for instance to meet funeral expenses) rvliich cannot he dealt with 
sufficiently quickly by the ordinary procedure. In such cases a chairman 
miaht he willing to advance the money temporarily himself, or might he able to 
raise it on loan or deposit from a member or local money-lender, hut when this 
is not the case, we think it justifiahlc, if proper precautions are taken, to allow 
• — ifcJeetcd official of a society, such as the chairman, to give out loans from 
m- society's fluids up to a moderate maximum on his own authority subject to 
Ibscquent confirmation. This power should he confined within naiTow limits, 
\ lit will entail the maintenance of cash balances. To seciu-e their safe' 
\ Keeping special an’angcinents may he made as now with Government ti’ea- 
suries or police stations in places where these are close at hand. But there 
will alwai-s remain cases ivhere no such special facilities exist and in which 
The local officials of societies must he I'csponsihlc for the custody of the funds. 
[When large loans ai'e I’cquii'cd they must he either taken from the Centi’al 
Bank or witluutiwn from the Pest Office Savings Bank, andwhei-ethe latter 
^esouive is available we think that the special concessions for irithdrawal 
. hat have been granted in Bombay would probably he found useful elsewhere. 

59. As we have noted in paragraph od above the total borrowing 

powei-s of a society are fixed bv the 
Central Bank and the Begisrrar, and the 
amount which the society can give out on loan is necessarily determined 
hv this limit. But apart from the limit so fixed, it is necessarv that the 
s.viety itself should undertake on its oivn behalf the fixation (-r) of a limi' 
up to which the members as a body are prepared to pledge their lisbiiity 
aud (/) the limits up to whioh individual members should be entided to 
receive normai loans izrom the 


1. 








(b) In practically every province it is n-ow the duty of the General 
yXe-cttng once a year to nx the firmt up to which the Committee nmv 
horrow vrithout its sanction, mm. we consider that this practice should be 
adopted. evcrywher'C. Tne amount so fixed will bo eommunicatel to the 
Central Bank betore tne mtter chesses tne total borrowing powers of the 
scelety. and the sums asseseo. by the General hXeetfng and by the Central 
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33aiik l)cmg based on soj)ai'ale considc'mlions are not nceessarily identioal. If 
the Central Hank’s assessment is loss Ihnn that of the Geia'ral j\l!(!eling, tbo 
bonwings oJ; (be society niusfc of coui'se lie limited to the amount assessed 
by the Ceniral Bank. If, on tbo other band, tbo Central Bank’s assessment 
is tbo larger, the Committee jnay borrow np to tin; amount already sanc- 
tioned by tbc General Meeting, and may also borrow tbe balance! if it 
obtains for tins step tbe sanction of tbe General [Meeting. 

(6) Tbo necessity for fixing also Ibc limits nj) to wbicb individnal 
members should receive normal credit is duo largely to tbc fact that in tbo 
absence of such a standard there is a lemplalion for tbe jncinl)er.s of a Com- 
mittee to sanction larger loans for themselves and their fiiends than is 
equitable. It is true that tbc limits for loans to Committee-men might be 
fixed in tbo byclaAVS, but sueli Ijyclaws might easily be evaded. [Much may 
be done by jmblieity and constant inspection to counteract tbe tendency in 
question, and tbo fact That members of tbo Committee obtain exee.ssivo loajis 
should be regarded as a blot on tbo management wbicb will impair the 
credit of a society. But the most clTectivo method of meeting tbe difliculty 
and one wbicb is useful also in other ways is tbc .system of assessing tbe 
maximum normal borrowing power of caeb momber. A .system of the kind is 
in foi-ec in several provinces, and as societies get moi-e fii'inly established sbonld, 
wo tbinlv, bo extended evcrjAvlicro. What we suggest is that tbe annual 
Gonci’al Meeting should fix tbo maximum normal credit, for each momber for 
tbo following year. This woiild bo fixed after a consideration of the onlin-’’'' 
requirements of bis occupation, bis earning capacity, and bis character ; n 
earning capacity being estimated jwimarily with refei’once to the rwital v 
revenue, if any, paid by him and tbe value of bis jn-ojierly. This maximum tli 
committee would be forbidden to exceed on its own authority. AVberc easCi 
occur in Avbicli additional sums arc required to meet a famine, to discharge oId\ 
debt, or to release land from mortgage, a special reference would have to be , 
made to tbc General Meeting. ’While societies arc still in their infancy and/ 
largely occu])icd with these abnormal loans, the fixing of normal standard.'! 
would be dillicult. But as these .special needs disa])pcar and demands apjn'oxi/ 
mate more frequently to tbo normal— as is usually tbo case in Buropo — / 
standard of this kind will be more easily n.])pHed. It will of course be clearl/ 
understood that a member is not entitled as of right to obtain the full amoun! 
fixed, the standard being merely tbo maximum limit beyond wbicb the Coni 
mittco may not go on its own authority. | 

The procedure may be illustrated briotly as follows. The General Meeting of 
tbc society decides to limit ibc borrowing ])Ower of tbc Commiltco inclusive of 
previous borrowing to ll.s. 0,000, but tbe credit assessed for tbe .society by the 
Central Bank andllegistrar is limited to Ils. *1,000. Tbe Committee may thus 
without further sanction from tbc Gcneml ’Meeting borrow ui) to Its. *1,500. If 
the sums fixed by tbc General Committee and tbc Central Bank bad been (say) 
Bs. 41,000 and Bs. 4,500, respectively, ibc Committee might bori'ow up to 
Bs. 4,000 without tbc sanction of l.lio General Meeting, and could with the sanc- 
tion of tbc General Meeting borrow another Bs. 500 without furtbei' rcfci'onco 
to tbo Central Bank. Tbe Gencinl Meeting Avould in tbo meantime, have 
fixed tbo maximum normal credit of member A at Es. 500, of B at Bs. 300 
and so on: and the Committee would not be entitled to give more than 
Bs. 500 to A or more than Bs. 300 to B without tbc approval of tbc General 
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•we suggest that some fair means of effecting this object should be evolved in 
■consultation ■vviih the societies. 

62. In the Government of India’s Resolution of 1914, it -was explained 
Objeeh of Loans. that it was impossible to insist on the 

restriction of loans to productive objects 
•and the circumstances were stated under which unproductive loans were per- 
missible and indeed advisable. All that we would add is that precautions should 
be taken by societies in such cases to see that the expehditiu’e is inevitable and 
that it is not excessive in amount. We have no general statistics regarding the 
objects for which loans are given, but from those published in some of the pro- 
vinces it may be gathered that the chief objects are usually cultivation expen- 
ses, the purchase of cattle, the redemption 
of mortgage and the payment of old 
debt, while among the sul)sidiary objects 
mentioned are the paj’^ment of land reven- 
ue, the holding over of grain for a fair 
market, x>urchas 2 of fodder, jicisonal main- 
tenance, ceremonial expenses, litigation, 
purchase of implements, trade, education 
and the like. As regards the holding over of 
giuin for a fair market, we consider this to be 
within limits a legitimate object for a loan, 
but if advances are made for buykig up and 
holding over the grain of other persons be- 
sides theboriuwer, they should be treated as loans for trade ; and both in these 
cases and in cases where they are given to enable peasants to secui-e reasonable 
prices for their own produce, the peiiod of such loans, in accordance with banking 
practice, should be strictly limited to (say) 3 months In some provinces much of 
the money lent ostensibly for payment of land revenue, comes in reality under 
this head, and no small part of the remainder of the loans advanced for payment 
of land reveniie is in reality for objects for which funds have been iised that would 
otheirn’isc have been available for land revenue. We would add that too much 
should not bo expected from co-oiieration in the way of assistance to expensive 
improvements in land, such as masomy wells and large embankmetns, as the 
investment of money on such objects can only be recouped in a long term of 
yeai-s, and it is at present ordinarily impossible to iJiovide loans for a term 
exceeding 4 or 5 yeai-s. Ror the financing of such improvements recourse must 
ordinarily for the present be had to advances fium Government under the 
Land impx-ovement Loans Act. 

03. J?rom our examination of societies we gather* that as a imle little care 

is taken to see that loans are used for the 
■' objects for which they are grven. There 

are indeed r-ulcs in most pro'rinces allowing the recall of loans for misuse, and in 
some provinces the borrower may be made to pay penal interest or to undergo a 
fine. It has also been suggested to us that the Committee of the society should 
be made I'csponsible imder the byelaws for any financial loss that may occur to 
the society from their neglect to take action in such cases, and it is urged tha.t 
a rule of the kind though it -vrould seldom be enforced would have an excellent 
effect and str-engthen the hands of the Committee. Whether a provision of this 
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cliaractei- be acloiited or not, "vve -aroiild adToesite the strictest enquiiy at inspec- 
tion into the proper use of loans, and any remissness imder this head ought to 
aifect advei'sely the credit of a society. 

0-1. The ordinary practice in India is to fix the period of loans at the 

time when they are sanctioned, and this 
77/e periods for mjiic/i loans should le to he correct. In one province it 

is customary to fix the nominal term at one 
year and to allow extensions up to 5 yeaj's provided that one fifth is repaid 
annually, hut this system is rightly being abandoned. No special principle 
can he laid down for determining the period of non-productive loans, hut as 
a laile they should he for short periods not exceeding two years. In the case of 
loans for productive pmposes, the period should he long enough to allow the 
borrower to make repayment from the proceeds. It is true that the amount of 
the loan and the cii'cumstances and repaying powers of the debtor are factors 
that must be taken into accoimt, hut excessive dcpendance on these cou- 
sidcrations opens a loop-hole to favouritism, and it is important to aiTange 
for the adoption of a standard by which societies should regulate their loan. 
We find that in Burma the subject is regulated in the byelaws, loans being 
classified as : — (a) Loans for seed, food, cultivation expenses, or cattle-fodder, 
( h) Loans for inuchase of carts or cattle, for liquidation of small debts, and 
for housebuilding, and (c) Loans for liquidation of large debts, piunhase or 
redemption of laud, or expensive improvements of laud. The first class must 
be repaid immediately after the next ensuing harvest ; the second in 2 or 3 
yeai’s; and the third in 3 or -1 years. The committee is left no fmther dis- 
cretion to vary these terms at the time of granting the loans, but has authority 
in exceptional circumstances to sanction an extension up to one year when the 
time for repayment airives. We consider that a somewhat similar classification 
of loans with rimilar standard maximum periods might be incorporated in the 
byelaAvs of each province, the Committee being emj)owered[ to fix longer 
terms, at the time of granting the loans, for special reasons only, and it 
should be held an important part of the duties of supervising oflScers to see 
that good reasons exist for eveiy departme that has been made fi'om the stan- 
dard term. It will also, for the reasons to be given below, be a great conveni- 
ence if all or nearly all loans are made repayable at harvest. 

As the funds available especially at the commencement of a society 
will ordinarily be insufficient to meet all demands, care should be taken not to 
lock up too large a proportion of them in long-term loans. The length of 
the periods of loans to members will depend partly on the length of the terms 
for wlucli societies can borrow money and partly on local conditions includ- 
ing the relation of the sale value of ijroducc to the capital value of kind 
and the percentage of laud-value up to which it is customary to grant 
mortgage loans, but it will seldom be possible in the present circumstances to 
grant loans for periods exceeding .5 ycai-s. Long-term loans will usually be 
larger in amoimt than those for short terms and it will obviously bo unfair to 
devote too large a portion of tlic funds available to tliis class of loans. At the 
begiiming of a society’s career its object should be rather to meet the needs 
of the classes requiiing short-term loans, but as the proportion of the society’s 
* OAVued ’ capital increases, and as the amount obtained fi-om long-term deposits 
and available for advances gi-OAvs, the proportion of long-term loans mav be 
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simitltaneoiisly increased After tliis a fur^lier stage •will lie reached in .■which 
the loans for liquidation of debts •will he less frequent and the normal loans will 
be for the ordinaiy operations of agriculture and for comparatirely short terms. 

In some parts of the country we hare found large sums lent out’ for two 
or more years aiid made repayable in a lump sum at the end of the period. 
This is in our opinion an uneconomical system and inconsistent ndth the prin- 
ciple that repayments should always he made out of the proceeds of the loans. 
In aU cases where the period of a loan exceeds one year, repayments shordd be 
made by compulsory annual instalments. This is the BaifEeisen rule and it 
would be dangerous to abandon it. In fixing instalments for recovery we think 
it best to make the principal repayable by equal instalments, interest being 
calculated on each occasion up to the date of actual payment, rather than to 
attempt to work out equated payments of interest and principal taken together. 
The latter procedm-e, though simiilifymg the demand, is apt to cause great 
confusion of accounts if payments ever fall into an-ears, 

65. It is a well-kno^wn and distiogiushing characteristic of co-operative 
^ credit that the primary secmdty for all 

loans is personal. By this it is meant that 
it is to the man liimself and his sureties rather than to his property that 
regard is paid when a loan is given, but in some quarters we find that this 
pidnciple is interpreted to mean that a debtor should alone be responsible 
for his loan, and that no sureties need be demanded from him. In the 
Central Pro-\*inces it is optional to require sureties, and in other Provinces 
such as the Pimjab, Coorg, and Assam, they are only taken in exceptional 
cases. Juslification for this practice is sought on the groimd that a borrower has 
sometimes to pay some fee in order to get a siu-ety, and that by the constitu- 
tion of the society the members are ah'eady jointly responsible for each other. 
"We have however little reason to believe that if proper precautions are taken 
siueties cannot be found •without payment of a fee and we consider that tliere 
are advantages in interposing all such seciuities as are available before endanger- 
ing the Beserve Fund. By the provision of such securities recovery is facilitated 
and a further safeguard is obtained against the grant of excessive loans or the 
misapxdication of money bonwed. The practice is almost universal in Europe 
and we consider that it should be made the rule in India. 

It is open to a society to accept as sm'eties persons other than its omi mem- 
hem, and by doing so it widens the area of liability, but there is always some 
risk in tliis coiusc as such pemons are not amenable to the discipline of the 
society and cannot be dealt with imder the arbitration procedure allowed by the 
Co-opemtivc Societies Act. It -will therefore be advisable as a rule that sureties 
should be membem, and we consider that so long as a member does not become 
responsible on behalf of himself as principal and of othem as svuety for more than 
he can be relied on to pay, there is no objection to members being mutually 
responsible for each other, either in groups of thi-ee or othei'wisc. A system 
commonly followed is to rcquii-e one siuety for a small loan, two for a larger 
loan and so on, and we sec advantages in this airangement as it places fewer 
difficulties in the way of small than of big loans. TTe would fui-ther lay stress 
on the imxiortance of making siueties realise their responsibility. TTe have 
come across cases of default in which the olhcci's of a society held that it would 
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be cinel iu cases of default, to proceed against “ the poor siu’cty,” and u'e hold 
strongly that there should he no hesitation in nialcing’ recovery from sureties 
■uiien the debtor fails to pay, before having recourse to any ulterior form of 
recovery. Without such action it is impossible to maintain in members the 
sense of mutual responsibility ndiieli is the main safeguard of the movement. 

CG. Tt ■will be convenient for us here to exidain briefly the attitude of co-op- 

Tauffible senmy in Co-nprr.>iive institutions towards real secimty. 

Soeic'tu’s. It is a central principle of co-ojjeration 

that security should he personal ; that is. that it should depend primarily on 
the man and his sureties and not, on his properly. The idea of pci-sonal 
security ho^vcver implies the power of a member to repay, and this in its tmn 
depends on his capacity as a -worker, his honesty of character, and the amount 
of his property. A Co-operative Society dilTers from an ordinary money-lender- 
in that it takes cognisance of all three factors, -jvliilc the latter looks at the last 
only. There is nothing uncooperative in the hypothecation of immovable pro- 
perty, so long as it is recognised that personal security must be given and that 
the borrower "'s property is only a secondary or collateral protection. It follows- 
from this that, when tangible property is accepted as secimty for a loan, it 
should he taken in addition to the instruments executed by the borrower 
and his sureties, and not in jilacc of them ; and we think that the existence of a 
pledge or mortgage should not absolve societies from talcing siu’cties also or 
from proceedmg, in case of default, against the siu'cties before taking action 
against the properly. 


G7. Movable property, such as cattle or carts, is sometimes taken as^ 

„ ^ . security, and it may incidentally be- 

JlipotJieeatton of tnorahle nnperfy. . . 

noted that as the system of cattle m- 

surance extends, the value of cattle as security will be enhanced. There- 

are cases where other kinds of movable proiierty are accejited, but the 

practice of hypothecating this class of property is imcommon. With regard. 

to the hypothecation of shai’cs we would ■ndsh to remark that we consider it 

undesii’able that any society should peimit its members to hypothecate theii- 

shares in the society as security for loans, because in such cases the society 

can only enforce the security by diminishing its “ o-wned ” capital and thereby 

reducing its general credit and the secimty of creditors. 


(trig age of land. 


68. As noted above, the mortgage of land should" only be regarded as- 

a form of collateral secimty in addition 
to siu’eties. In some Provinces more 
general use has been made, of mortgages than in others and in om’ opinion 

they have been more freely employed 
than is necessary. Though the prac- 
tice, as we have said, is not in essence- 
uncooperative and is in fact grow- 
ing more common in Germany, it 
should be resorted to sparingly. It 
is justified in cases where land has- 
been redeemed -with the money ad- 
vanced, as the new mortgage simply 
one, and also in cases of large or long-term 
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lornis Avhon* iln'ro is soino vislc in volyin!; the imm-sohhI (‘lo- 

mont. In vienv of tlic nnlimitod liability of llio nn'inbiM-s, a borrower’s 
laiulod pro])(‘rty is indeed always liable to sab' in ojub'r lo lualce "ood 
unydefanll, and the main objeel. of inking a formal morli!:ai>;e is lo j)revent 
ibe alieiialion of Ibe projii'rly io outside, jjariies. Wi liaA'c? fo\md east's in 
wbieb mortira^es of Ibe wlude of llu'iv land have bet'n madt' by Hit' meinbi'is of 
soeielit's to si)'.;ieties and by wbolesoeieties to unions— t'spt'eially in traets newly 
coloni'/t'd or irrie:ated — in order I o prtiteel. tbe soeiety from alienation tti onlsi- 
.tb'is. Till' obji'i'.t. of tlii^ soeii'ties in sneb east's is ordinarily to bind all tbe members 
ioirelbt'r in a simple self-eontaini'd body of borrowi'rs ami tbe motive is a 
bii^b si'use of eo-o])eralive unity. So lomj; ns tlii' iirae.tiee remains t'nlirely 
voluntary we set' no objt'otion to its ado]>tion from Hit' iioinl. of vii'W of eo-opera- 
tive ormani’/ation. IMortj'ai'es as a rule sliould bt' nitboul. ))os.si’.s.sion, as this .forms 
a sunieii'iilly unimpeaeliable seeiirify, and soeielii's art' by their nature imritted 
to mnna!^e land t'orporatt'ly. In some plaeessoeii'ties taki' a mortj;a;j;e with 
])nssi'.ssion, and ri'let tlio land lo tbt' morijra.m'r for an annual sum eovt'rin!,' tbe 
inslnlment of llie loan and tbe t-bivennuent land revi'iiiie tiemand ; but Ibis inelliod 
si'i'ins to us to be enmbroiis and to be unnt'eessiiry, iinb'ss it is tlone as part of a 
•selii'ine for 1 lie eo-opi'rative manai;eiiii'nt of land. 
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a licivvolcul ra-(»]»fnifiv<- Mwiaty. ninl that in any ivis:' tlu' ]U)wcr 
<»f only la* I'N.'n-isvd in inn* and <’\Mn<inc ins(anci-s. H is I'nrllicr 

nn^rd rliat, as a s<H*n*ly lias nndi*r tin* law a ^wiitr alaiin on cmiis irnnvn willi Ilia 
aid <*r a loan iiivcn roe .vcad or niannvc. »lii*n* fan In* lanilijiT lion in )irinfi|df in ils 
liavinu a lii'ii "ii land, at !iny intf in rfsjifct id land fn-cd rpnn fiicimdiranff by 
livins inadf I'")- jlic rf|iaynii*nt nf 'dd di-lds 'I’lif iincstion is nf finnx* oiif nJiicli 
hav to Ilf fi<nsiiii’n-d in foiinofiinn with tin* "t-niTa! tonaiify an-aimfincnts of 
tin* juMviiii-os foni’i'nii'd. hnt mir ffi-Hn*.: is llial if ananufinonls f.'in he inadf 
with tin* fonfnvn’ncf ol'ilif landlonl flass lo st-fun* this fonffs'«lon for sociid ic.s 
in an-as wla-n* !hf; noald ordinarily h-* nnahh* tonhiaina )uoit<_'.a”f, llfif can hn 
no voasiinahh* ohi< ftion !*i it on tin* irroiind that tin* foiiffssion is not 

i- niovctl 1 \ olh' V fii'dito!-*.. I'x id< iu*<* has h<-«'n iriM-n to ns of tin* fNivfinf 

insi-(Mnil\ of tojian* in '■l•r:ain Irnci*-. and. withoii! dosiiin" to r-idfr info a 
onostioji ho\ond tin* <it onr n poi-:. no fool tliat no ;iro jnstitlod in jiointiiiLC 

on* '.ha*, nnh 's a tonant. who i*. .a mosnhor of ;i l■o.|l^^!•)Tlsi^ c Micioty, has a 

ii- a'-onahlo a'-str.anoo of oojiiirinin;,' in oni<niiii'nt of his holdii'y. and is fn-o from 
tin* liahililv of IrainL: )ii>- larnin*.: jonor sniiiionly :ori:.inat<-d nillamt any 
fault on hi*- jiar:. it is inij'O'-'-ildo to iavo-t nim'h nioiioy in linani’ino him 
thp*ni;li oo.i.j'i-nit ion. 


7^1. Wo it-'itlior that tho |iro*.islons of '•'(•.ion I5t of tla* Aft. nliicli 

, , ’jivi s a siM'iotv a prior fl.’iini on ffop.s 

: . f . '.I .'.'.v, * . ‘ * 

t:r.*nn hy tin* aiil of loans from it. aiv 

lafL'i ly iiiopor.i'ii o, partly on hiLt to diUifolti' s in pioiini: that a partifulav 

ciM)» has hooii opiwn hy nio;ins of ji jiarticnlar h :in .'ind j'aitly on in‘_Mo a 

rnlinu ot tlio Calontla ilioh ('onrt nhifh allons an outsido dofrff linldfi* 

to atijifh a croji in priority to a M’t ioiy nnh-ss tin* s,,ri(*|y also ohttiin.s' a 

dofi-fo in its f.'ivour. Wo jiro nnahlo to snppor: a sni;ofsiion nliich lias 

hfon niado lhai iln* lion on fptps should apply in fasrs of jill loan.s hy 

sociotios withoni roforoiiff to ihcir partifular purpos/s. A fnrilior j)roj>(is;il, 

liowfvor, to ilif flVfft that lla* lif n, as t:nmtfd hy lla* Aft . should oponito against 

outsido aitafhniont or s.'ih*. oven in tin* ahsoncf of a dofna* in favour of the 

sofifly. has nioif to fominond it and Wf think that wlifii the A«*l. is ni'.vfc 

amondfd tin* ]iri«ir claini of tin* sofifly mijjtht hi* dclinitfly deserihfd as a 

“ fharao” on llu* ])ropi*rly in respoft of whifh tin* loan was iirantcd. 


I'liritthri fur hircfli^tling nml 
ri'riftiiiiij iitle. 


71. Wf may in this fonncf lion rfjiresfiit tlu* advantoL^fs wln’cli a soeioty 

fnjjoy.s in tlie invf.stioation of title, in-ioi* 
to taking a movli^aire, from tlie existence 
of a ])ro])frly kc])t llocord of Idighls. and 
may sidd that, its own title as moi*li;aij;fe would he more certain if such llofords 
always inclnd(*d morlj;a;j:es willumi possession. We need liardly add Hint any 
iinjirovcments in tin* direction of a clear registration of title would lie of immense 
value to Co-o])erat.ive Societies in their dealings Avith land. In ari'as Avliorc mort- 


gage is jiermissihlc wc would specially dciM’ocate any retrograde action Avliich 
might make tlie mortgage ol small lioldings more diflicult and AA'ould adA'oeate 
any measures tlmt would facilitate cheap and easy mortgage. We lcai*nt 
with regret that in Upper Burma an admirable system of oral mortgages 
•attested by Government olliccm, which had been foimd of the grcatc.st service 
•by Co-operative Societies, has recently been abolislicd. 
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72 , I'licrc sire think advnntnges in not allowing the intos of interest 

chaig;etl on loans to he altered too readily 
'Ihr ra(t rtf intfrent OK (oinei.ihtr». i i i i i ~ 

as fJierehy inlcs may he lowered Ijeforc' an 

adequate Pi eserve I’und has been accumulated, or favouritism maybe jiiade ])os- 

sihle. -Moreover a variety of rates causes difiicnlty in the accounts, TJie rates 

should accordingly he entered in the byelaws and made unalterable Avithout the 

sanction of the Picgistrar. IS'o special rale need be fixed foj- mm tgagc loans bc- 

cattse, as avc have .said, the inain security is the borrower liimself and his sureties, 

and he may rcaj) tlu; advantage of giving a mortgage hy obtaining a larger 

loan. Tin* j-ates in various Provinces diffej- very considerably and rales aiv not 

necessarily uniform wifliin a l?roA'incc ilself. Since local conditions A’ary and 

the pre-sence or absence of intermediate agencies atVccts margins, avc do not 

think unifoi’inity 2>ossihle. There is 

strong testimony everywhere that the 

. comj)etition of .societies has bi-ought 

‘ J domithc rates of outside moncv-len- 

1- _ dors and in. some (jases the reduction 

^ i.-.{ has been so great that .societies in 

-I '■ *• their turn have lowered their own 

■■ rates. It is often imagined that a 

i n .. society is not «loing its duty unlc.ss it 

... -. 121 M .. makes considcj’able and continuous ]*e- 

•• ductions in the rates Avhich it charges 

for loans to mcmbei’s ; but Avc cannot too 

strongly insist that its tii-st duty is to build u)) a reserve fund. The best method 

of savin*: is to increase the .society’s owned caintal, and half the ditliculties 

ex])ericnccd by Central Panks in linancing societies arise fi’om the fact, that 

the rate of inlere.st clanged on loans to mcmhci-s has been jiitched too low or 

law lii*.*n ivductMl ]trenaiturely. AVe agree entirely in the attitude, taken up hy 

the (Jovcimnciit of India in its Pesolution of PH I, that .so long as llie rates of 

.eociftic,^ arc below tlawe of the outside market, they cannot ho regarded as e.v- 

c<'jv'ivc. and that there are many dangers in sudden or large reductions below 

siK-h ratf*;. If the rate of infi're.sf is intclicd tfsi low, there jiiay he a tendency 

for or-ani/cri to taki'the line of lea*it rc.sisfance and to form societies among 

pcr.-oiiv <,r liiirln-r status tlam tliose for uhom c*o-ojjeratio)i is jirimarily intended, 

and lor sach jicixnis in their turn to exclude the jifiorer classes from admission. 

If ill'- ;i(i:unicnf is mi.sc/l that member.s could borrow money intbeojien market 

at iati-> c(|iial to or lower tban those wliieh the society cin afford to ehirge, 

tie- p'-'-'-unnition i-. tbat they stand in no meat tieed of th«.‘ I'redit whieli a .society 

‘■upitii'-'. 
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71'. There is, ^YC think, no defect more prominent or more dangerous in the- 
Jirih of laxitff in recovery.— Calcnla- management of co-operafire societies in 
tion of orerihe loans. India than the exceeding laxity and un- 

pimctuality in the repayment of loans as tolerated by societies in some jn’OTinces. 
Tills is carried so far that the committee of a society Mill sometimes admit that 
they are in no May anxious to recover princijml outstanding so long as interest is 
paid regularly. Wo cannot too often insist that unless loans are repaid pimctually, 
co-operation is both financially and educationally an illusion; and no exertions are- 
Masted Mhich aim at ensuring pinmptitude in this respect. It is for this reason, as 
Mcll as to enable Central Banks to forecast correctly their imobable annual re- 
coveries, that not only every society but evciy member should be able to ascertain 
clearly Mhat amounts OMod by mcmbci’s to the society are overdue. There must of 
coiu'se be cases Mlicrc for good reasons a member is imable to make repayment on 
the date fixed, and the Committee of the society is then justified in granting an ex- 
tension. A sum for mIucIi further time has been so sanctioned should not be- 
classed as overdue, but care should be taken that an order giving adequate reasons- 
for the extension is clearly on record. Such sums correspond to “ authorised 
arrears” in the Government Bevenue Accounts, and it has been suggested that 
if a statistical return of these sums Mere available, it Mould be a check on the 
imdue grant of extensions by committees of societies ; but the difficulties in deal- 
ing nith arreais in the accoiuifs are already so great that Ave hesitate to suggest 
any additional returns of the kind. It is, hoMCver, essential to IcnoAv Avhat sums, 
for Avhich extensions have not been granted, have not been repaid, and Me find, 
that this vital need is in most provinces much neglected. It is of coxu’se desn- 
able that each member should if possible knoxv hoAV he stands Mith regard to each 
loan that he has taken, and it Mould be quite feasible to maintain a separate ledger 
accoimt for each of his loans and to apportion repayments to capital and 
interest rcspcctix'ely among them according to some pre-arranged system, but 
many societies cannot depend on obtaining accoimtants Avith the skill neces- 
sary to do this. A system has accordingly been devised in Bimna by Mhich the 
accoimts of each class of loan xmder the system described in paragraph 61 above 
are kept separately, and although a member is not thereby sujJiJlied A\'ith a 
separate accoimt for eveiy loan AA-ithin each class, both he and the society 
obtain Mith the minimum of accounting a clear statement of the total 
amoimt in each class actually overdue at any particular time. The success 
of the system depends on the simplicity and clearness Avith Mliich the 
accounts are kept, the arrangements imder Mhich all loans are made repay- 
able at one time, namely, the haivest season, and the resMction of all loans 
to the three classes of periods mentioned ; and it represents the best 
means Mhich Ave have yet seen for obtaining Avith the agency available a 
clear idea of the amount of loans overdue. Without recommendin°* that 
this particular scheme should necessarily be adopted, mc consider it essen- 
tial that any system of accounts Mhich may be foUoMed should give this 
most necessary information, and mc Mould observe that the more the 
SA'stem of fixing periods is simplified and the poMer to giunt rencMals 
restricted, the easier aaBI it be to find a method of accountancy AA'hich aaIU 
meet these requirements. When at some future period a system of cash 
credits to membei’s becomes common, there Mill of coiuse be nothing 
teclmically overdue from such members as are diuAring on cash credits, 
and it Anil only be necessary to see that accounts are properly operated on, but 
until that time comes there is nothing in oiu‘ opinion more important to 
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llic success O.C the inovcinonfc than the provision of clear inforinalion as to 
Ihe punctuality oi* impunctualily Avitli Avhicli loans are rej)ai(l. 


/i). 


Owin"’ lo the fact that the term ‘ overdue loans’ is dill’erently iuter- 

P’«lcd in dilVewuit Jh-ovinces, nnicli 
Piii/mriifK. reliamso eannot he placed on th(> iii^ures 

J!oi’ overdue debts quoted in tlio Annual lloturns. Wo jyive, liOAvevor, helow 
figures shoAvingj’or the last ‘.t yearn the average jiercenlages of repayments in 
each I’rovincc annually on tlie total amount of loans outstanding at the end 
■of tlic previous year jdim the amount advanced on loan in the course 
•of the year. jPor jiurposo of comparison these ilguriis are vitiated 
by several circumstances tvhich wc need not detail, and ■\vo do not 
•desire to lay undue stress on them at the present stage, bub they sutfiee to give 
a fair geni’ral iinjiression of tlic rate of j'ocovoiy and the relation of rejiay- 
ments to the total amounts outstanding. This relation, though varying noAV 
•considerably from yciar to year, and from province to jirovinoo, will, as time 
go(!S on, ajijn'oacb a normal ligure. 


n’ho almost universal jiractieo is for rejiayments, like disbui-sements, of 
loans to 1)0 made in cash and this is in oi’dinary eirenmstances the only 
convenient inethod. In some jiarts of tlie oountiry, liowovor, it. would ])i'ol)al)ly 
be I'asior for the agrioulturist at harvest time to ma.ke repayment of a loan 
•or payment of an insurance premium in kind lha.n in cash, and in such eases 
the society might liy a jn-ivalo arrangement with the juembiir aeee])t the 
grain for subseiptent sale and credit the member with the ])i'ico I'calized. It 
will, however, ho at once recognised that snoh an arrangement adds Ja.j'gely 
to the com])b'cation of the accounts and to ihe o])j)ortnnities for loss a.nd. 
fraud. .I?or this )*eason we would confine the use of grain jiayments to the 
•st.i'iotesb ])ossil)le limits and in view of the groiving nse of cash in agricultural 
ai'cas we anticijiatc Ihe gradual disappearance of the conditions which Avould 
justify the adojition of such ])aymcnt.s. 


I’lrci'nhigcx /or (hr hml four i/rnrs of repaiimoniit in cueh Pr mfitrn niiunuHf ou (hr (oiol 
umouni of loonx ontniautliug nl the cutl of (he free ions gear \it\m (he amoml advaiirr/f on 
(<MH ill thccoiirisc of the gear. 
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7 fi. One of the methods of dealing with aiream which Jias heen (iommonly 
Pr.„:l later, -ti. adojitcd is to charge jicnal interest on the 

amount overdue /it an enhanced mte from 
the date of default, and we see no objection to this jiraetice if societies desire it. 
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"We clouLt, lio-wcver, if it is very cftectivc ; tlic change in the j-ate of interest 
tends to confuse the accounts ; there arc legal difficulties in connection n-ith. its 
•enforcement ; and. societies arc sometimes teurpted hy it to tolerate the eontin- 
uance of outstandings and to forego the application of the personal pressm’o 
Avhich should ahvays he the first of the precautionary mcasiu’cs to he adopted. 

77. An insidious and dangerous iiTcgularity is the practice of allotring 

„ , i‘encn*als based upon fictitious repayments. 

hctif-ioits Ilepamoiift. . ... , . . 

Tlie practice consists in shomng an out- 
standing loan in the accoimfs as fully repaid, and sanctioning on or about the same 
date a fi’csh loan of the same amount, actual repayment either not tabing place 
at all or being made purely as a formality. A remedy that has been suggested 
is that there should ahvays be an interval of one or more months bctivcen the re- 
covery of one loan and the grant of the next. Wc recognise that tlie evil is a 
very serious one, imdcriuining as it docs one of the chief principles of co-opera- 
tion, and special care should bo taken at inspection to bring to light any cases in 
Avhich a suspicion of such paper adjustment arises. IVc doubt, hoivever, if the 
proposed remedy could always be suitably applied, as cases will occiu* in 
wliich fresh loans for other objects can most advantageously be granted be- 
fore or about the time fixed for the repayment of the original loan. There is 
always a risk moreover that a short interval will be tided over by means of a 
loan from the money- lender. In some provinces it is true that the majority of 
repayments are arranged to fall due at one time, some 2 or 3 montlis before the 
bulk of loans for the next season are advanced, and in such provinces a 
natiu'al safeguard is provided. Elsewhere the only method of combating the 
evil is by special care at inspection to expose all such cases and to watch the 
luaintcnanco of a proper tvorking relation between the money received from 
membei-s and that paid to the Central Bank. If tliis relation is regularly 
observed, paper adjustments, except on a very small scale, arc bound at once 
to come to light. 

78. "We have no proper data to indicate the amount of litigation 

B.chlon of Bhputee. 'between societies and their members. 

Such litigation has in some provinces been 
undertaken A\ith too great readiness, and we think that it should ordinarily 
not be resorted to till other means, more especially the employment of 
pressure on the smeties to arrange for repayment, have firat been tiled. 
■\\c have received complaints of various kinds regarding the difficulties 
attending such litigation. On the one hand it has been brought to our 
notice that a suit based on a mortgage of real property in a presidency 
torni must, under the present arrangements, go to the High Court, and 
that the consequent expense and trouble is more than co-operative societies 
■can lace. On the other hand officials of societies have expressed a strong sense 
•of exasperation against the delaj's and inconveniences connected with the 
ordinary subordinate Civil Courts and avc have evciywhere been met with a 
•demand for a more summary method of dealing Avith avreai-s The point has 
been several times before the GoA-cinment of India, and Ave agree aaIMi the posi- 
tion taken up by the Goveinment of India that the existing laAv should not be 
interfered Ailth. So lar as the decision of disputed eases of arreai's is concerned 
the poAA-ers given in the Co-operative Societies Act arc sufficient. The Act allows 
.a Local Government to pravide by rule that disimtes should be referred to the 
Begistrar and if he so directs to arbitration. Several Local Governments hav 
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talicn admntngre of this ]>erniis?ion and ttc tliinlc tliat it wonld Le foimd useful 
if the sj-stem n-ere adopted crcTTAvliere. 

70. The cliiof difficulty. hoAverer. arises not in getting the claini of a soeietv 
S:rsr:srr Prcci'-it;rf iii f, 3;? r.c-f decided, hut in secul’ing execution of llie 
c.'irrcjfi-.f. decision. The Act allows inles to he made 

prescribing tlie mode of enforcing the decision of rlie Eegistiar or the awjird of the 
arhitratore under the prorision above mentioned, and we think that Local Govern' 
nicnts should prescribe that tliese decisions and awartls should be enforced in the 
same manner as a decree of a Civil Court. It has, however, been niged befoiv 
ns by a large body of public oj^rnion that the delays and evasions inevitable from 
the existing system of civil procedure aresirch as would often render a decision or 
award so obtained cntiivly incfiective. "VTe are told that the offieei'S pi'csidinir 
in the lower Civil Courts belong fi'cquently to the same class as the money-lendeis. 
and are in consequence biassed against co-operative societies, that they insist on 

nnnccessai’v formalities of evidence, tliat in cases instituted before themselves thev 

• • 

often award interest from the date of the decree and not from the date on Adiich 
the suit was filed, that they gi-ant rates of interest much below what llie society 
charges on its laans. that an lumeccssary numher of instalments are alioived for 
repayments, that the Court peons c-onnive at. the removal of property from attach- 
mont hy juilgincnt'dohtois, and so forth. It is urged therefoi*e that, decisions and 
awards of the class under cousidemtion should he made enforceable hy the pro- 
ccduiv allowed for tlierecovciy of LandLcvenuc. Some would alhnv tliis in all 
cases: others would coniine it to cases, inwhiehit was specially permitted hy the 
Heffistrar, or whoiv theiv was no oittside omlitor whose claims could he jux'- 
judiced. It is uiged that the pmcedui'c, once sanctioned, Avouhl seldom he used, 
hut that tljc men* possibility of its use Avould add immensely to punctuality of m- 
liayir.onts. A rule alloAving societies to I'CcoA'cr their aiTcars similarly to armars 
of Land I'evenuc Avas actually passed hy a Local Govemment iu lilOo. hut Ains 
(lisilliovcd hy the Gov<*rmucnt of India on the ground that tlie provisions of the 
Ael dill not pennit execution except through a Civil Court. The Act of 1012 
lAqicats the provi«ior.5 of the old Act and the procedure proposed could onlv he 
introduced by a change in the laAv. The subject has been ropc.'ifcdly dis- 
cussed at Conforonccs. Imperial and Provincial, and the proposed change lias a 
laiA:e body of opinion behind it. A procedure similar to that projiosed is in foive 
in ;MyM->re and forms a feature in some of the Land ^Nfortgage Crodit Banks of 
Germany. After can'fully considering the aigamcnts avc are, hoAvover, ojqiose;! 
to any ehange, andAve endorse the vioAA- hithevtoeonsisiently licldhy llie GoAvni- 
mtnt of India that a special priA-ilcgc of the kind is not called for and that it 

Avoulu load to lavity iu the selcetion of raonibers raid c.arelessni‘sj; in tlie grant 
of loan-. The c\i<tonce of a spceinlpnxvduro forco-opei-ativesneictie.s Avoiild 
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tlio rati\< «)!' int('ivst on M»! loans ol’ souioUcs, l)ul to tloerop. a rate 

equivalenl. to a soeii-ly's onlinary loiuliMir rail'. In vicn’, moreover of the 
(lilVictilnes onconnti'red l)y ineinber.s in lironirlit aj;ain.‘;f. tliem by oniside 
parties no nonld j-uiraesl Ibai in ]>rovinci\s n-hore such information is 
not already eontained in llie lH”b Court eirindars or ollicrn'isc j'nblislu'd, a 
resume of the jmivisioiis of the law dealinjr n iili ’.lie recovery of ajricnltimil 
debts mi^bt snitalily be drawn np and sujiplied boib to the Courts, and to all 
agricultural Co-operative Soeielies. 

SO. ^Ve wtinld in ibis eonni'elion ent«*r a protest .'mainst llie use made by 
CcUidt'.' i </ i’art ,irfr;cif' t .‘^oeieties of (ijil.siile agencies toeolleet their 

(Ir fi'i-irfsff. dues on ilieir bi'bair from membei's. IVe 

have frt'qui’utly found .societies tjirnimr to the lleiristivir and bis .stall' for helj) 
airains: Ibeiv membei-s u bo an* in arrears, and «*;i':es are not unknown in wbicb 
a .symiiatlielie Collector b.as been asked to lend assistanee (bronjrli liis .subordinate 
I'evenne onb’ei's. In more than one pj-ovinee the anditini; and siipervisine; stall' 
ioi a month or more after the ordinary date- for .annual rep:iyiM(‘nts. i.s engaged 
almost exclusively in visiting soeiidies and helping with the recovery of arreai'S. 
This is no jiarf of the duty of the ontsid** auditing .and snpcrvi.sing .sfalf M'hether 
paid by (lovia-nment or by any other agency, and w(' think the practice .should 
be discontinued. M'hen reivivery e.an «*nly lu* (‘ll'ecfed by prc.ssnre. it should be 
applied by the inembcr.s or the , St. atV of ,a .s iidety itself, and in ciisivs wliere it 
has bi'cn guilty of :<>inissness in «-olb*etimr its own dne.s, the society should 
be made to feel its ecrponite liability for the fault by having its credit restricted 
by its Central Uank. The outside auditing and .supervising atrency (wlicthcr 
eoimeeted with a (Central .Hank or not) is responsible for pointing out laxity 
or dishonc.sty in ro]):iyments, but it is in no waj' respon.sible for helping in 
tin* eolleelion of dnc-s. The primary .‘=oeiety it.sclf is wholly responsible for 
making its own memhci'S i-ejjay, and if it fails to secure jnmctnality, the result 
must in almost every case he attributed to tlie faulty con.stifution or manage- 
ment of the socielv. 


The Jicucrve Fund 

SI. Under Scidion oil of the Co-ojjcrative Societies’ Act, no registered 

society Jnay divide iwofits except imdor such 
Prcfcdi stinat.on. Conditions as may be prescribed by rules 

or byclaw.s, and unless it puts onc-fourtli of its net prolits to its reserve I'lmd 
The same section proceeds to lay domi that no luilimitcd liability society shall 
make a division of ])voiits without the general or special sanction of the Local 
Govennnent ; and under Section -13 of the Act. a Local Grovemment may issue- 
rules providing for the formation and maintenance of reserve funds, and tbe 
objects to wbicb such fmids may bo applied, and the investment of any fimds 
under the control ot a society. 


The rules wbicb have been issued by Local Governments tmder these 
sections do little more than prescribe the formation and maintenance of reserve 
funds or enable societies to make byelaws in this respect, and the corresponding 
bvelaws arc in most provinces similarly incomplete. The byelaws nsually 
require the reserve fimds (cxcciit in tlie instalment-share societies of the 
Pimjab, the United Provinces, and Bimua) to ho mdivisiblc, that is to say, to he- 
incapable of distribution as dividends or bonuses oii shaves. The-<r'dsp as 
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lay down that tlie reserve fund shall not he di-a'mi upon witliout the sanction of 
the Ilegistinr and when they touch on its investment, tiiey ordinarily rcquii'o that 
it shall he invested in such a manner as ths Pi.egistiTir prescribes, one province 
only giving express pci-niission to use ihc resei-ve fimd in the husincss of the 
society. Ko Local Government has defined the objects of the reserve fimd in 
it.*: rules, and the byelaws when they refer to the object of the fund desciihe it in 
vaiious terms Generally sjjcaking it is regarded as inten ded to meet xmforeseen 
losse.sand (oseiwe as an asset of security in borrowings In practice tJie Central 
Banks and limited liability societies are found as a rule to jtlace only the statutory 
minimum of one-fourth of their net profits to the i-escrve fund, and to divide the ' 

rest in dividends, or allot it to special 
funds, while societies with unlimited liabi- 
lity pay no diridend and accumulate all 
the net profits in their resen’c funds ; there 
being, however, an exception in the case of 
the instalment-share societies prevalent in 
the Punjab, the TJnifed Piovinces and 
Bm-ma where dividends arc payable after 
ten ycai-s. The amoimt of the reseive fund 
in the agricultural societies of the different 
provinces and its relation to the liabilities 
and outside borrowings of these societies, 
as shown by the latest available retmns 
arc indicated in the margin. In so far as 

bad debts arc not written olV ■ in all cases 

• Kici-i ill? jn.r.t* ( I, u'ls-Hiin" jfi nil. fjiiii In ri -iitf. SO pix>mptlj as ihcy might be, the figiu’cs 
ff>r the reserve fund as representing surplus assets are somewhat misleading, 
since to this extent tlicy cover a residuum of unrealizaldc debt wduch cannot in 
fact be rcuarded as a irenuine asset. 
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S2. T\ e are an are that authorities differ as to the exact meaning to ho 

•■^I’ph'cd to the term “ reserve fund ” and 

^ “ '/I'lrf kL-.vr^” '"rt'/fi;!/!'//,.,/ fund has led to 

til ///.* 77,7.1, r/. “ nunierous discu-ssions in India during the 

^ust few yeai-s. tVitliout cntcrlns into 
any discussion as to the eorreefness of the nomenclature, we mav saythatfor 
the purpr-svsof this report we jirojiose to designate by the tci-m » Buserve Pund ” 
m ( entinl Bants that portion of tlic jn-ofit which has been definitely cairicd to 
ivo'-rvc. wlietlior it be fill, legal minimum of 2.5 i>er cent or a larger amount, 
.in in piiin.ii^i •'''*<-*< tif> ,ill nidfstributable .siirjiliis jirolils after payment of cx- 
pm-i--. in-ludmg as exp(.n.s,..s in soeie;ii.« on tlie sliare system the portion of tbc 
jtiiiiiNto x- ii< h s i,i!eIiol(lei>are entitled. Similarly for the jiurposes of this report 
V,** , ** * ^ t<im^ I'ltiiil llesource ’’ for those assets which are held in a 
tipiK ,n.m. « It tie i in ea<-h or t avjly lenlizable outside investmrmts, in order to 

i * *' * dejwi-i.f,]-,. or to proviile for financial lu'cds in times of 

‘.p' en; ^.'viteity. 


Alth .n-h fie- ‘■nrpliis :i..,.fs ;i)-e primarily intended to eone. info play in the 
tv. at oi !i.'iuidat:,.:i, rl^y ...:>‘it:,ter, intrsi iinporfant element in the working 
vnptta; -=• t.a y .mv tiif p-'rox tiiviji rtnd indivisibb' property of the soriety of 
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il li:is t]u* nsf fn’c of iiiicrost. TJ»* iwccssily of snoli .'i fund is vcuo'jniscd 
in tlio Aot. wliicli ivtiuir<’s llio wlioloof tlio nof profits in I lie oi'isco)' sorinfios with 
nnliinifod lialnlity loin' crcdilod f<» tliis n-sorvi;. TJi«? priiunry (»hjc(d. of the 
piovision of a Iluid irsviUM-c is onlindy dilVcrcnf. It is intfaidcd to ensure tlie 
ability of MK'i»'fu‘.s to jin'ot- tlicir obhVations |(» deimsitoj-s. Tlio lu'erl of sucli 
ivs'iuree otily arisrs in tin* ea^c of pritnary so:’i<'ti«*s nlion tlioy take deposits, and 
have no other assured Mtuive of funds to nua*! the demands of depositfii-s ndien 
iliey arise. Siuia* at the presi'ui slaim the d«*jiasits of non-meiuliei-s in ])rimary 
soeielit's art* small, tin* tpiestion of Ibiid res<iuree is im: yet a serious one forsueli 
soi*ietii*s. W c. shall iherelorc dis ‘U*-’ lluitl re'-'iurei's fully in onr f reatnnmt, of 
Central Hanks, and as rt'uavtis priuKiry sttcieln". \eould iin'rely lay down liere 
that tlnwe whieh taki* deposits .Mnl utilii'e thf'c in their own imvinos must. 
them^”lvt'. maintain liuitl ve.-mr -e tunb-r eonditioii'; similar to timse wbi«:h 
Wt' have • i!_*i:est«*<l f»»r ('eiitral J’ank*- tn- inn‘>t enter info arrangement*- with 
Central thinks nnderb>hi<’h tin* latter nill piovide this ri 'oiiree for them. 


, - i:- ‘ 

t -.7 'T . 


"I'l rin* ('t)-oj)'.‘nJt!v<‘ S teietit-; »«*! a>- ;d>iivt‘ n>>!e 1, h.i*^ clearly in view a 

Ue>-erve I'and •■on-^i'-tini: of ‘•iirpliis assets, 
but there Is ;i further p<tint on ulu'eh fhe 
.\et it>-idr is silei.t. and that Is tin* manner 
in wliich tin* fmnl .shoubl bt- invested. We lta\e i.mn l tin* pnieliee of the 
diiTi’rent piMvinees in this resp.ct t<ivar\ eojisid.-ivibly in sunje pmvint’es the 
surplus ass 'f.s- an* ns'.'d in loans madi* by tin* soeiftit". to nn'inbei'. ; in som<* flu* 
surplus assets tire jdaecd in dej'< sh njth oth'T I'o'opei.itive ins*iiuiions and arc 
thus tdtinuitely nlilixed in tin* s.anie u;iy : in ot|iei> they ari* s-^priiTitely Invested 
Avholly or partly in onfsjde sceiiriliev; while in one krovinee Hiey are invested 
in fhivernmenf papei* nhieh is dejio-ited with tin* I’rovineial flank uiuler an 
antin^enient whieli nuikes tli** I'lt'il i*f sui*li (tovernmeiu pajier ;:\ailable to flie 
Provincial flank as ;v jdedire to sujijiort its on n medit. and eonsetpienf iy that of 
the wlude niovetiient. In flu* e.'oe of the majoiliy of piimary .societies we think 
that, assinniiiir that they an: seetin* in re.spi<ct of iJieir fluid re.sonrees. everything 
piiintsto the d«*.sir:d)ility of a jn imary society nsin*.; its surplus assets in loans to 
meinhets!. If we assume that ;i cent ml bank and .s.ieii*ties afliliated ro it have 
jointly to keep a eerlain amount of moneyas lUiM re.som-eo, then (e.veepr so far 
as thm*- fourths of flu* central hanks’ profits an* li.-ible to division in dividends 
and such oiil'^oines are lost to I lie movement.', it makes no practical difVerenee 
to the movement as /i tnhole whellior tJie societies use their surplus assets 
in loans while the eentr-d hank jirovidi’s the llnid resonrci* or wliother 
the societies pool their surplus assets with the central hank and allow it 
to n.se tliein for fluid resource. Wliatever profit wes to fheeentml bank is lost 
to the societif's and r.irie vf’rsii. In decidinir whet Iter tlie pmlits should go ro the 
central hanks or to the jirimary s()ek*{ie.s. we shoidd he guided hy the fact that 
our object is to strengthen the linaiicial and moral position of the latter and to 
treat the eeutnil societies as meeting the needs of the primary sociofios rather 
than rice versti. Til this matter as i«i all others Ave t'oganl the benefit of fhe 
linniary societies as the main objeci, the oonfral hanks and other such institu- 
tions being merely a machineiy aeeossory ti> it.. Tlu' object should bo to free the 
primaiy societies as far as possible fiMin nvomse to their eentml banks and this 
can ouiy be done by enabling them to ImiUl up tlu'ir own capital suflleient for 
their needs. This can best ho achieved hy allowing primary sociotics to use their 
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aeoninnlatcrl iiof. profits or surplus assets in loans to meiuhors, on whieh llioy 
"ctJiigii rates of interest eoniparerl witJi the rates roeoiverl on Governinont.iiapor. 

SI. In brief therefore, a. primary society is eoniioniod Avith the lleseiTO 

„ . ft Pund mninlv in tJvo form of surplus 

Jiiniilniff II/) oj i'L‘.u'ri'i' ,/iniif. • J 

assets, and so lon^ as proper juwMsiou 
is made for tlio necessary fluid resource, these surplus assets may jiroperly ho 
employed iu the husiuess of the society. '.I’ho ohject; of a socii't,y should ho to 
accumulate a lleservo Pund of this eJiaraetior until it ohtains a capilal of ils own 
sufllciimt to meet all its needs, and thus heoomes indejiomhml; of outside assistance. 
Until tliis stage is readied, tlie margins on Avliioh it. Ainrlcs should ho as large as 
is com])atihlo Avith the successful mainkmanco of the society, and it is only 
AA’hcii this stage is reached that .any reduotions (other than thos(‘. essential tonu'ol; 
outside competition) .should he elTocied in the rates of interest charged hy tho 
.society on its loans to its memhers. 

J)hisioii of JProfits. 

So. Under the ^\et co-opera kVe societies may, Avith the .sanction of the 

Registrar, aft.t'r carrying one-fonrth of t lie 

Iht' of /miiihfor rinrUnf)/,- /.tir/mn. p^olits to a rosorA'c fund, deA'ote a.u 

amount not exceeding 1.0 per cent of the remainder to any (diarilahle ])ur))o.so 
ns defined in the Cliaritahle UndoAvmonts Act. AVe find that an inereasiug num- 
her of sooielii's ari' aA'ailing t]i('mselA'’es of tin's jiroA'ision eilho* hy allotting sums 
for siieoilic eharitahle objects at the end of each year, or hy carrying the Avholo 
of llie pi'rmitted percentage to a oommon good fund for use Avlicn occasion 
may arise. 'Phe objects chosen are extremely A’arious, hut. avc see no reason 
to restrict the widi' discretion h'ft to Societies under the Act. .pAmn in ca.scs 
AA’herc it might he fmaueially .sounder to place sudi sums to the riASCiTe, there 
are sometimes adA'iiutages iu ajipljdng them to ohjcets of a philanthropic or 
sentimental eliaraeter, as, apart from tho olijects directly attained, action of this 
Icinil .sciTcs to arouse interest iu tlio moA'cmeut. 


In this connection we may mention a pinoticc, Avliioh lias been initiated in 
some ProA’inees, of entrusting certain administratiAU! du lies to co-ojicratiAm socie- 
ties in their eorjwrate eapacil.y AVith or AAUlhoui. a grant of money. Tlie olass of 
AA’ork thus entrusted to societies— siicli as sanitntiou, ediiealion,' or Aullage im- 
provemeul. — if honestly carried out,- must ordinarily (mlail .some local nnpojmla- 
rity, and AV(^ thinlc great, caution should ho ohsciTcd in em])loying societies on such 
duties, except wlierc tiny apply for such omploymimt; of their oAni free Anil 
and iniliatiA'c, and Avhere tlie scciet.yreprcsimts practically the Avlioh' of a, village'; 
as it is im])orlant to avoid oonnooting the co-ojicralivc moA'cment with diili(!s 
imposed from outside Avhich, however heuctlccnt, arc opposed (ovillagi* sentiment. 
Action Avitliin tin* movenicnl, itself, ns Avhen Cimlral .’BanlvS encourage such 
nn.'asiire.s hy otlVring more fimnirahlo terms to .societies Avhieh sIioav tliemsolv<>.s 
progres-sive and keen for .self-improAmmont, is lo.ss ojicn to objection. 


Dissohituiii (iniJ Jiiquuhi/ioii of Sooidlifiii. 

SO. 'Pile llegisirar is InA'cstcd under the Co-operntiA’c .Societies Act Ai’itji a 

Dhu^ht!.,, o/Sori, 'vind nj) 

socieiie.s at his discretion, and the jioAver 

basin some ])rovinces heon freely used to get rid of societies Avliioli otVer little 
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' S'"»' Jiijiutlaliitll. Jt 

;j jj .• ■Js'.j .»;• .,;i ..lvir;r ;> ‘-'iMi-Sy <«» JinvtllL:*’ if for 

•I v.-Miiiim V \u!;.iiuv m., 3.n( \vh. a ih;.. jV a..: f.-asililc, Ji" aaist havi- rccinn-st' lo 
}icjul(!;«!!..a aj!').*) Si VJ i>i tla* .\< t. 'I’Jn- pnivi.'-iiais' nf Mic hiw on tlio 

lifjiiiii.-iliiia iu!.' an* nj a ••jiujij** dinrartvr, hal nilt's can lie in:«lo 

Jhi* A**!, an'l in ’■ lUte riovinn-'i — a'^ for instance in .llen^al — 
eireniai*, have l,; ca is'-in il Ailii<-li «’im<ain e,\c»*llent instniclions on tin? details 
nf the liU' iiii- -. 'I'he woi h is of ti troulih .Miine cimnicter hat its difluailtios 


Jiave not ye: hi a oiue MiilicieniJy niai-hed to call for any radical :il.tcrations in 
the law. *J( is iDilv in jesjiecl, of tlie collection and distvihntion of the assets 
nmlei- Jl„. orders of (lie Hipiidator that any jircat, coinplainf is made. Snch 
ordcis niiist under (he law he mifon-ed hy (he Civil Coiirhs, and ltcg:istrai*s have 
felt thfit tin* «h*Iays .*mil dillicul(i«?s of (lie oidinary Civil Court procedure in 
cxeentiiiii lend to ir'ive so much <*ucoura-enient to 3 *ecalcitrant societies ns to 

c*ndanLn.rlhe.S(.eccssoflhe3uov<!niontin any area where th^m-ocedm-c’^' 
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been ntilized. In Bibar and Orissa special provision lias been made in the 
recent Public Demands Kecoveries Act under ivbicb the liquidator’s orders may- 
be executed by tbe Collector in tbe same manner as an order for the collection 
of arrears of Government revenue. We do not tliinlc that tbe objections 
Tvbicb exist in respeet of tbe application of sucb a process to tbe recoveiy of 
loans by societies from tbeir members bold good in dealing -intb tbe recovery- 
of assets in liquidation, and we recommend that wbcn tbe Act is revised provi- 
sion should be made for summary recoveiy in sucb cases. It bas been urged 
that in justice to outside creditors tbe orders of tbe liquidator should also 
apply to sucb debts as be may find to be due to these creditors, but on tbe 
whole we consider that, if provision is made to safeguard tbe lights of sucb 
outside creditors, as have already obtained decrees, they will be sufficiently'- 
protected against anything in the shape of preferential treatment of tbe society, 

TT e may in this connection note that we have come across no instance in 
which tbe liquidation of a society bas caused loss of any kind to tbe outside 
pubbe. We believe that no sucb loss bas ocemred and, if due care is 
taken in tbe management of societies in future, it seems exceedingly- imlikelv that 
tbe failiu’e of any society will be attended by ultimate loss to those who have 
deposited tbeir money with it. 

Audit axd Supebvisiox, 

88. It is important to recognise that societies arc chiefly- cordjioscd of 

Importance of Audit and Supervision. '‘uneducated members, iba’t the problems 

which confront them are not alivavs easvj 
and that tbe handling of money involves certain temptations. These condi- 
tions call for certain precautions, tbe enforcement of which requu'cs much bard 
and uninteresting work. To ensiu’c successful management nothin"- is more 
important than constant and ■\-igilant scrutiny of tbe accounts and examination 
of tbe general management through tbe agency both of tbe Eet'istrar’s 
staff and of tbe co-operative institutions themselves. The value of sucb iospec' 
tions, regarded as they are for tbe most part as routine work and sbo-»i-ing no 
immediate or stiildng results, often escapes notice, but they play an essential 
part in tbe co-operative scheme, and failiu-es are largely due to then- ineffi- 
ciency- or absence. 

89. Section 17 of tbe Act prescribes that eveiy society shall be audited 

T/ie terms ‘Audit’ and ' S/ipervision.’ least once a year by the Eegistrar or 

some person authorised by him. An 
* enquuy ’ or ‘ inspection ’ under certain special circumstances is provided for in 
sections 35 and 36 of tbe Act, but on tbe subject of continuous supert'ision no 
legislative provision is requisite nor bas any been made. Tbe efficiency of co- 
opeiative institutions depends veiy largely on tbe arrangements made with respeet 
to tbe two important safeguards provided by (i) peiiodical audit, and (ii) con- 
tinuous supervision, and we shall explain below tbe significance we impute to 
these terms. In tbe meantime we may note that it would be a gi-eat conveni- 
ence if tbe English designations of tbe staff employed in tbe various provinces 
which are now very diverse and confusing, could be so far unified as to allow of 
tbe term ‘auditor’ and its derivatives being applied to all staff exclusively or 
chiefly engaged in audit work (auditoi-s employed by Government being termed 
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‘ GoTCinmont Auclitoi's’) and t]io term ‘ siipeiTi/jor ’ and jl« flcHvaUvfni io nil 
staff engaged chiefly or exclusively in supcivision. 

The expressions ‘inspection ’and ‘enquiry’ sl)oijlfl, ire think, he jjlJJr//:fl 
exelusircly for the special and occasional opemfions eonfe;npIated hy Himilom Hi* 
and oG of the Act. 


90. Both audit- and supenlsion are earned on under the nH/n»afe eo/itroi 

T.W SfaF. V/ijJj 

not to eont/ne hhnself jnerelv to theohli- 
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tlie society mouibevs tlicinsclvcs. Tlic audit is in fact a State-controlled audit 
and it appears to us that tliis vicu' is implied in the clause of the Act n-hich im- 
poses the duty of maldng an audit on the llegislrar and Ms nominees. It is 
through audit alone that an cffootiTO control can be exercised over the 
movenien' , and it is clear that it -was never intended that tlm audit should be 
merely an arithmetical one and that the Registrar’s activities outside that audit 
should be confined to the inspections or enquiries mentioned in sections 35 and 36 
of the Act. The auditing staff, from whatever source they may be paid, are in 
our opinion rcsj)onsiblc to the Registrar and must be mainly controlled by him. 
Their reports arc intended primarily for Ms information. The objections that 
have been advanced against a Government audit in Germany are firstly that the 
staff is appointed by an outside non-coopemtive judicial authority and consists of 
mmor oihcials who audit the accounts as a matter of routine without practical 
experience of co-operative work or enthusiasm for its objccis, and secondly that 
such a staff has no means of ensuring that the societies, after certifying the com- 
pletion of the audit to the Court, do not file the audit report without taking any 
action upon it. These objections do not ajjply in India. As we shall show below, 
there arc means of making an audit by a Govemment staff efficacious, and the 
men employed, whether paid by the societies or by Government, arc expert co- 
opeiatoi-s Avho arc under the guidance of co-operatoi-s and whose prospects 
depend on their good work. The audit moi’eovcr Avill always in India be 
carried out on the spot, and the visions which have been sometimes conjined 
up of a headquavtci-s office of clerks and aceovmtants harassing societies Avith 
a stream of petty technical objections, arc entirely baseless. It seems there- 
fore to us imobjectiouable in principle that audit should be carried out under 
State control, and we consider that at the present stage tins is the only arrange- 
ment under AA'Mch the ptuposes of the Act can be secured. 


93. "When avc speak of an audit under GoA'crnment control, we do not 

intend that the entire staff should be 
Government seivants. On the contrary 


Tiro eliisses 


of a I'.-l i(or-i — Govenniieiit 
JttJiiorf. 


Ave think that the auditing staff may 
rightly be cliA'ided into tAA'o sections, (a) a staff* maintained by Government for 
super-audit, and [b) a staff maintained by co-operatiA'e institutions for original 
audit. 


"We have termed the audit, required fi‘om the GuA'ernment staff, a 
“ super-audit,” and by this we mean not the mere testing of a j)reAious 
audit by a percentage cheek, but a separate and complete audit made at longer 
intervals than the original anmial audit. The staff should be permanent and 
pensionable, and its pay should commence at a figine not lower than that of a 
sub-deputy CoUestor and rise by periodic increments. If it is found conven- 
ient, it may properly be recruited wholly or in part hr the deputation of 
Govemment servants from the Revenue or other Departments, hut usually avc 
anticipate that a separate staff of permanent auditors can bo formed, and that 
the best men in this staff* will often be those who have gained experience in the 
service of societies. "We do not contemplate that the anditors id* pvimary 
soeielies should ordinarily he given any clerical staff at all. and U>i>k to them tv> 
carry out audits personally and Avithout the asastance of a clerk. 

In oiu- opinion, an officer whose duties are confined to tlu' .'Wulii vles.'vibed 
above and who has to deal Avith weU-constituted socit?tic.'t .-ir “T 
unless the membersMp is exceptionally large or oouy ' , : 
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diHicull:, carry out the audit of about 100 societies in a year, and the 
Govennnent oOicer in eharji’e of tlie super-andit should he ahle to visit very 
imich the same nnmher of soeielies. Tlie snjjcr-andii should at iirsMako the 
form of an audit of cA'ory society once every hvo yeai-s, hut afler a ])eriod of 
di or 5 years, as, the societies’ staff hceomes mort; equal lo iis audilini' dniies, Ihe 
interval might he enlarged to3ycai-s, and ])ei'ha])S still larger intervals might he 
permitted in the more distant future. Tn «)ther "words we would have; apjjroxi- 
inately one Goveniment auditor for every 200 .societies, and after a few yeans 
would contemplate one lo every 300 .soeietie.s, with "jjo.'isihly further .sid)se(juent 

extensions. 'J’he deirree in Avhieh these 

■■ ^ 

recomnn'iidations Avould atfeel. existing 
armngenients may he gathei’ed i-f)ughly 
from tin* details given in the margin, hut 
as dilferent ])rovinees use their staff in 
different ways and refer lo them under 
various designatiens, tlie eiietimslaiiees of 
each would need .special investigation. IVo 
would Jiofe that tJiere are advantages in 
malving ilie charges of auditoi-s contfuani- 
nous with one or more districts, and where 
the numhei’ of sotnV'fir’S makes it fV‘asii)l(!> 
in jdaeing a single di.strict or definite 
administrative area under one Government 
auditor. IVemay further add fhatthouffh 
the Government auditor .should not ordinarily ho entrusted with cdueational or 
propagandist work, yet lie may sometimes he calhal upon to guide and assist n(»w 
developments. To provont routine habits and stalciic.ss jwovision should he made 
for a suitable rcce-^s, and oceasioiially special work of an interesting eliaraidor ninV 
be assigned to In'iii. If hoAVcver sucli duties arc frequently entrusted to him or if 
he is placed in charge of an ajiprcciahle numher of societies of a. special e]jaraef<'r, 
such as societies for insurance, pnrelmse and sale, etc., thoiithe average numht'i* 
of societies that lie coidd be expected to audit should he Jiiatcrially modified. 

9-1. As aboA'c stated, the original audit of jirimary societies .should in ouir 

opinion he carried out hy a .staff jnaiivi- 
hnn-i-ioieuimmi fiiiiht. taincd hy eo-oporatiA’C instilntions thent- 

selv"cs. Tfc dejirccatc the creation of a ucav Govcinmcnt dcparlir.cnii; 
on a large scale to carry out audit, both because it is undosirahlc to loij 
loose in incj’casing numbers a ncAV set of Government olTieials on thq 
^ullages, and hccansc the olTicialization of the Avoidc might, hi’ccd a sense; oJ! 
hostility toAA’ards audit, generally on the part of the societies. The staff 
AA'OAild indeed he empoAverccl by the llcgistrar nndc]’ the Act to undertake' 
audit AA'oi'k and AA'ould remain under his idtimalc control; hut tlicj 
apjiointmeiit, transfer, and dismissal of all anditoi’s should as far ’ as 
possible be made in accordance Anth the j’ceommendations of co-oiieralivc 
instilntions, and the pay of the staff should ho jAroAuded hy the moA'cment 
and not hy GoA'crnmcnt. IVhon the GoA'crnment already finances l.bis staff 
in whole or in part, its aid may be AA'itbdraAA'n gradually. As long as 
the pay offcrocl is adequate and the staff such as the llcgistrar can really 
rely on, avc aa-ouM lcaA'"c it to eacli 2iJ'0''dncc to decide in wliat manner 
the A'arions Central Banks, Unions, and Societies slionld combine to 
entertain the auditors required. A common stumbling-block, hcAA-evor, in 
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tlic care cf sii:all aiul local establishments, is the stagnation of promotion 
and ■want of i)rcspects, and this can only be avoided by the formation of 
an audit Union, for the vholc in-ovince, such as has been started in the 
Central Provinces, by means of -which the auditing staff is brought 
into one cadre under the eonti-ol of the Eegistrar. TThere this or 
some similar system is adopted, the cost of its maintenance can be met 
either (a) by a levy per copitn on all the members of primary 
societies c.r (5^ by the distribution of the cost over societies and central 
banhs on the basis cf Avorhing capital or (c) by a similar distribution on 
the basis of net profits or (d) by a eorivsponding rise in the rate of interest. 
In Avhatevcr Avay the nuncy is raised, the system of an audit Union 
on the lines suggested is one capable of dcA’clojnncnt as time goes on. As 
societies proA c themselves fit to take alVairs more and more intotheii* own hands, 
the degree of ec.ntrtd exercised by the licgistiar oA'cr »hc non- Governmental 
staff can giaduaMy 1 c relaxed until ultimately the entire vA'oi'k of making 
the original aitdit devolves on the societies ihcmsch'cs whose representatives 
would then be able r.ot only to leeeive the audit reports but also to take action 
on them. That time however is still distant. 




05. It is seaively practicable to lequire any special educational qiialifica- 

tiens in the staff, whether maintained bv 
Government, or the co-operative institu- 
tiens. but it ir.ay be fc.und in time advisable to recruit for some or all of the posts 
from r.inorg men AAh(' hold a certifleale as required under section 144 of the 
Indian Companies’ Act. .Vlso in time if may be convenient to open classes for the 
tmining of auditcis er supervisors, but wc do not think that at the present stage 
any better tininirg ecu 1 o fi.und than piacticnl experience under the guidance 
of the exisrlrir italY. The nature and period of this practical training are 
matters cn which the Local Governments and their Begistrai-s ai-e in the best 
position to form an opinion. 

00. The raa'.itor. whether employed by Government or the co-ojieiative 

institutions, must record and report to Ms 
:: contiuUing officer the results cf Ms audit 

f/. regi'et to note that in some parts of 

the cGunuy this is done in a most perfunctory way, a few lines in the soriety's 
minute bock beir.J: semetimts considered sufficient. The Eegisiiar should pres- 
cribe a form of i*eirort giving, in sufficient but not in too minute derail, the points 
on which enquiry sheuid be made. TTe wou'd depi-eeate, however, the praetice 
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case, but -we may note that in most agracuirurai primary s-oneces tJrer-e shomn 

be no 
Account 
spot 



financing or contro- 

"wMch it has taken or p^"*! ^ ^ cenie ^-ass hr inrore, •wii: tiim 
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the finnncing agency will he able on its own motion or on that of the Eegistrar 
to insist that steps shall he taken to remedy faults oh pain of the Anthdinwal of 
its financial support: andin ext-;eme cases the Kegistrar has of coiu'se power 
to dissolve or nind up recalcitriint or hopeless societies. 

TTe may add that the pei-sonal responsibility atfacliing to auditors under 
the Co-opemlive Societies Act for the correcmess of their reports is, as far as 
we are aware, the same as that attacliing to auditors of commercial concerns 
under the ordinary Civil Law, and wc do not advocate any special treatment 
for the auditoi'S of Co-operative Societies. 


07, The above recommendations refer primarily \o agiiculitunl credit 
JwUf in limited liability aa.l non- societies Anth unlimited liability. In 
credit Socieiiet. the case of non-agiicultiual primary 

societies or agricultm'al credit or non-credit societies Arith limited liability, 
n e AAoiild leave it to be decided locally AA'hether such societies should be 
admitted to membership in the Audit Union or not. In some cases, such as 
the larger luhan banks and distributive or insmnnee societies, the work of 
audit may be so much more intricate and expensive than in ordinary cases, 
th-it the Eegistrar might make special airangcments for the audit and the 
recovery of its cost either through the Union or otherwise. There are on 
tlie other hand special cases, such as the audit of societies AA'ith unlimited 
liability among a low-castc population, Avherc GoA'emment would be justified 
in contributing to the cost of audir. as a temporary and cleemosjTiary measure. 


OS. The work of ‘ supervision ’ covers many of the points Avhich 
Si'.fierrision to be enfrmied to the haA'c already been iiiclitdcd in audit, 
Societies. -jjut in addition it implies the duty ,of 

instructing the members in co-operative principles and the propagation of 
the movement by the organization of new societies Even AAhcre it cov jrs 
the same groimd as audit, however, it diffcis ft-om i: in that it aims not men ;ly 
at tesiic^ the efficiency of a society but at helping it to be efficient and it 
comprehends the fui-ther task of seeing that the defects noted at audit have be en 
remedied. The supei-A-isor is concerned to sen that the Avork of the society is not 
only busiaess-lilie and up-to-date but genuinely co-operative. While satisfyirag 
himseK that the accounts are in good order and that business is being conduct(id 
regularly and pnidently, he AA'ould refrain from verifying the figiues In 
detail, and AA-oidd set himself to test the bnoAvledgc of the Committee an\d 
members, to advise them Avith regard to difficulties and disputes, to explain ana 
remedy mistakes, and to impress upon them the principles AA’hich societies shouM 
alAvays have before them. These fimctions should in our opinion rightly devolv^ 
on the co-operative institutions themselves, and, as shoAvn in the margin, the|p^ 

are ah-eady in some measure beiihg 
discharged by them. The supeiToW 
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in dill'erent jjrovinccs. In the Centriil 
Provinces, for instance, it is included 

I 

along AA'ith the auditing stalf in a 
single cadre and employed by a .Pro- 
vincial Union into AA'liich Central 
Banks have combined for this pur- 
pose, and a similar Eederation has been projected in Bihar and Orissa. 
In Bimna groups of Local Unions whose areas adjoin each other contxibute 
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1o iiKiiniain jointly, an supervisor, and in addition cacL of the 90 

irnions nn]dnys a sfj)arate paid Sf'<M-(*tary ulioso duly it is to teacli and |j*ain 61ic 
luoinhois of atliliatod so(M<!ties. In tin* remaining ])vovinees it juay he said 
g(‘nerally that I In* sujx'rvising statV is ajjjMiiiited and niaijily controlled hy 
ihe Pin'ctors of Onlral or District Banks for the henefit of their atliliatcd 

stK'iciics, nr hv Unions in districts where I lii*v exist. 

• » 

In whatever way tin' slatV is organised it is for the societies or their Unions 
or Centml Banks to see that a suHiehujt. and ellieient stall! is maintained to carry 
out their dtilies, juid llie BcL'islrar, ihomrh wafehini; throucli the auditing 
stall' how far >oeii’ties do really attain to ellieieney, atul tlnn-ehy keeping a 
i'heek tm supervisiojjal work, should not himsidf unin’cessarily infei’ferc m'tJi 
it. I'or supm-vision the strength of the stall' will depend on local conditions 
and on the extt>ni to nhieh honorary workej-s jne availahle. The stalT will not 
hi' under the oixlers of the Jlcgistiur or his auditors, and its rej)orls will ho 
sid)mitted to iliehfKly wliieh maintains it. and will not necessarily go on to the 
lleiristrar. It A\ill he for that Imdy to decide how the work should he carried out 
and whether .<>upervi'>ors should, like auditors, hereipiired to suhniit I heir reports 
in a detinite sjieeifu'd form. Ju its teacJiine: ;ind propacrauda work the .supeiTis- 
im: agency should, ne consider, lie iruidcd hy tJie j»rinei])Ies wltieh Imve heen 
indicated hy ns iu paraer.ijdis tlO.'ind o9:d)ove. 

.Iri'aihi/s II ltd Jh’fmw. 

09. The su1inii'«^ion of aei'onnls and returns hy societies is govciiiod 
hy I'ules miller Section PI of the t'o-opemtivi .‘''oeieties Act, and it has usually 
hcen found jmssihle to iihtain such returns with punetuality. The 

votunis are in some i'um's jirejiared hy the secretaries of the societies them- 
selves, hut when' i Ill'S" ollh'ials are too i'.ruorant. or inexperienced, they 
have received help from the auditing or supervising stall’. The form 
of till.' returns to he jirepari'd hy societies depends mainly on the manner 
in which statistical inforinalion has, under the ordei-s of the Govci'nmcut 
of India, to he .sujiplied hy I’egistmm to the puhlic in their Amnial Adminis- 
tmtion Beports. Onlei-s on this point were issued hy tlie Govenimcnt of India 
on the rei'ommcndalions of the fii-st Conference of Ilcgisfrai'S in 190G when 
they jircsenhed the ])uhlication of information hy districts sliom’ng the total 
figures for societies in the foi-m of (a) a Receipt and Dishui-scment Statement, 
(ft) a rroiii and IjOss Siatcinont, and (c) a Balance Sheet. The form of 
the returns Avas after consultation Avitli the Conference of Registrars held iu 
1012, amended • in 1913 iu order to meet the conditions of the new Act, 
and to supply certain information needed hy the International Ihstitiite of 
Agricultui'c in Home. "We lind, hoAvcver, that there is some dissatisfaction 
regarding these rctiiras on the jjart of llegislrars, some of whom consider that 
thev are too elahomte for primary societies and point out that in any case these 
financial rctiu-ns are of little A-aluc when prescribed in the form of Provincial 
totals. AVc have also foimd that for about a mouth before the rotm'ns are due, 
the staff of societies, anti in many cases the auditing and superATsing staff also, is 
so occupied in their preparation that cim-ent aa-oi'Ic, even when of an xu-gent 
character, has often to he cntii'ely neglected. Similarly, on the receipt of the 
retxu'ns hv the Registrar’s office, his clerical staff has to devote an undue amount 
of time to computing, checking, and seeing thi'ough the press an enormous 
AAingg of statistical matter which is not reaRy requiied. 

2o 
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Wc liaro carefully considered the qneslious a-aised and U’c liavo siil)juill;ed 
separately to the GoTcrnnicnfc ol' India a letter containing’ iwoposals foi* a frcsli 
revision of the annual retm-ns. IVo recognize ilmt in proposing a fresh sciies. 
of returns u'e arc causing eonsidcmhle, though temporary, inconvenienctj to 
societies and to Registrars, hut u’c hold it to ho of some importance to utilize 
the opportunity -which has presented itself of ])lacing these returns on a pro])er- 
footing, and wo believe that so far as the othccs of RiCgistrars are concei’nod the 
changes proposed will lead to an appreeiahle reduction of work, while the in-, 
formation jn^’^sented to the jiuhlic -unil he published in a form much more 
suitable for assimilatioir. have based our proposals on three main 

principles. In the first jilaco we have maintained the view that; each society 
should prepare the three financial statements above mentioned, as we considcj’' 
that without this societies can never he expected to develop ,tJio requisite 
business capacity for keeping their own accounts. In the second place, ■\vhilo 
cxj^ecting societies to prepare these statements themselves, avc recognise that they 
have not always the requisite capaeitj’- for this task, and we -would there- 
fore accept returns prepared l)y the auditing stall’, hut; in A’icw of the ineonveni- 
cnee caused by the jn’esciit system of 2>roj)aring all returns immediately aftoi” 
the close of the eo-0])orativc year we have suggested that in the cases where the 
returns arc not prepared by soeicties themselves the accounts prepared at the 
last aiidit during the year should he accepted in their stead. It can no doubt 
he urged that this plan A'itiates to some extent the conclusions dj’ami from the- 
statistics as regards the progress of the movement, hut we hclicvo that it will 
have this etfcct to a small extent only, and that as time progresses this distxuhing 
element will disappear. Then, in the third ])]aco, wo have suggested that, wliilc- 
the retuius for central societies .should he cxhilnicd in the form of the three 
jn’cscribed financial statements, the data for primary societies should l)o shown 
in one statement only which cxhihils in a statistical form the outstanding 
features on which information is j’cquircd. By this cnrtaihnent of the- 
piihlishcd data for primary societies the amount of compilation and check 
now required from the clerical stall' in the oHices of Registrars will ho reduced 
and the slatomcnts a])pondcd to the iVnnual lleports Avill he greatly .simplified. 


CHAPTER III. 


CEIsTKAL BANKS. 


100. As has been noted above, the original scheme for co-operation in India 

• Te,leraie.lj!na»ci,„jaacnc{e$. contemplate the federation of 

societies into central financing agencies,. 
It -was of coxu'sc recognised that agricnltui*al societies coixld not be expected in 
all cases to raise then' onii funds, but it was anticiimted, in accordance with a 
plan promulgated by Mr. Bupcrncx, that the Urban .Banks would be able to- 
raise sufficient capital to meet both their own needs and those of the riu-al 
societies. Under these arrangements certain of the larger Urban Banks in 
various provinces gradually assumed the position of central financing agencies,, 
and these Avere folloAVcd — especially after the passing of the Act of 1912 — by 
other Central Banks in many of Avhich the agiicultiwal societies AX'ere themselves- 
in some AX'ay represented. In some cases Central Banlxs luu'c been established 
Avliieh serve the bulk of the societies in a province, and deal ivith the societies 
either directly or through the medium of guaranteeing unions of societies. In 
othei'S thc.Central Banks serve smaller areas, such as a district or part of a 
district, and, Avhen themselves in Avant of funds, haA’e recoiu’se either to each 
other or to Joint Stock Banks or to a ProA’incial Co-operative Bank established 
for the jAinpose, — a subject Avith Avhich we shall deal in the next Chapter. 

In Madras, the Ms.dras Central Urban Bank has financed a large number 
of primary societies in outlying districts. In Bombay, there are three Cetitral 
Banks AA-orlung in areas not greater than a district, but by far the gi-eater 
portion of the work of financing the primary societies in the Presidency is 
performed by the Bombay Central Bank. In Biuma, tAx-o local Central Banks 
have been established, but here toe the greater portion of the societies arc 
financed directly by the Upper Burma Central Banlc. U’ith these excex»tions 
all the primaiy societies throughout India are financed by Central Banks 
established to do business in an area equal to a district or part of a district. 
Por reasons Avliich aa-c shall exifiain in the next chajjtcr ^ye Jiave deemed it 
suitable to exclude from considcintion here the Central Banks of ^fadins and 
Bombay and the Upper Burma Central Bank, and to deal Avith them in the 
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next chapter along -vrith the Provincial or apex bants recently founded in Bibar 
and the Central Provinces. This chapter noil thei’6fore be confined to those 
Central Banks intended to finance primary societies within a single district or 
part of a district and it will be nndei-stood that it is to banks of tliis class only 
that we refer in using the term “ Central Banks. 

101. Before dealing with Central Banks of this class, we desire to refer to 

the system of guaranteeing unions which 
Gxiaranteeing Unions. some provinces foim the linlc between 

the fintmoing agency and the primary societies. The number of such unions 

shown in the retiuns for each province is 
as noted in the margin. In Madras, the 
constitution of unions has varied at differ- 
ent times and those latterly established 
entail no guarantee for loans given to the 
societies of the unions. The unions in 
Bengal and Assam are intended to follow 
generally the Burma model, and somewhat similar unions are contemplated in 
Bihar and Oidssa. It is in Bmma that the system of guaranteeing tmions 
had its origin, and as will be seen from the figiues above quoted it is ia 
that pimonce that the system has had its greatest development. The Bimna 
union as a rule consists of 3 to 35 societies and is managed by a general meeting 
on which all the societies are reiircsented. The union is registered as a society 
with limited liability and mutual guarantee is effected by a rule that each 
constituent society shall be liable for any deffiult by a society in the repayment 
of a loan recommended by the imion to the extent of the maximum amount of 
its boiTowings fiom non-members in the tAvelve months preceding a call. ^ As 
noted in paragraph 9S above, the unions employ a paid Secretary and. the 
decentralization of supervisional work thus seemed is in oiu’ opinion very 
valuable. 

The logical basis for the reliance placed by a Central Bank on the aLcss- 
ment of credit made by a union is of coiusc the fact that such unionis arc 
groups of societies which themselves hold shares in Central Banks. .fUtherngh 
societies might be federated for purposes of mutual supervision and the asi?ess- 
mont of credit, little confidence could be placed in such assessment and s till 
loss in the action taken for the recovery of loans, imless the federated soeietMS 
were themselves pecuniaiily interested in the amoimt and diameter of the loana 
It has been foimd at the same time that the grant of loans to individual societi^ra 
is expedited and their credit cnlianccd by a system of mutual guarantee- aiid 
siqiervi-sion, wliich has been foimd to work excellently in the 2 Jroian^J ivherc 
it had its oiigin. This system has been impugned on the ground that /l \union 
should not meddle in banking business, and that the mutual guarantee in- 
volved an interlocking of liability which leads to confusion. "Wc think however 
that there may be some misajiprehension in this criticism, as the guamnteeing 
imion established in this coimtiy is not a banking body which bonows on the 
ultimate liability of its constituent societies in addition to their own boiroirings, 
but merely a guamnteeing agency wliich leaves the ultimate liability of the 
societies imimpaired. It is true that this form of fedemtion has not been 
instituted .so far as wc arc aware in any Buropean countiy, but the absence 
of guaranteeing unions in Eiiiope may be due partly to gi-eatcr distinst between 
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;\u<l ]v.vv:\y tu tUi* want iti Kuri>]M' ol' any ^irojiar inatlioG of 
fufori’inv: tla- vf-onnin'iulaiain'' of t‘n-i»|)iTativ»' unions. One of Iho (M’ucial 
proMi'ins in India is tin* va-'t si/f of Ihn nmuiry and niilumt. soiin* inofliod of 
iivri'asini: jIu' si/t' of iho in'livi.lnal unit wiili nliicli tin* -out rollin'; aLrcnoy 
ha'i to df.al and at ilu* suiu* liin'* of arraniiini: for Ilia*, unit, to JUidcrlriko -work 
niiii’h nimld othcrwi-o fall on a jiaid lla* task ofad<’i|na!o sn|i('rvi‘;ion is 
I'l’iidi'i'i'd •'Nti'i'iuidy •lilVi'nlt. \\ r i*('n''i'lfr tin’ sy^toni as t .*>lal)lislii'd in .llttrnm 
to Ilf foavildf an i full of jirmnisf. Wo ^llonlll lif ulad to s-.-f a systfin of 11ns 
nature tried in other jirovinei"' and ne Imdi on lln.>. a^- one of onr nnist im- 
portant re ommend.ation*-. The j. leielii-. in all jimvinees ‘.lionhl i:rad\ially he 
hnumht toi;ether into unions for the Jmr|l<>^. ■ t»f mntiial Mipervision and for the 
assessment of nelit ami reeo\el v of hiaJls. 'ind unles>. esperieiiee elsewhere 
should heli'* the results ohsaiimd in Ihuina. it wiil he in ‘inr o|iinion ti irreat. 
a•.^'e^>.ion of strength to the movement il {he--'* tinioiis unilerlaKi* soim* hind of 
enarantee after the Itiirma model. It is not indeed neei'sstuy tha' the '^ii;ir:intee 
shonhl. in every etis •. entail a voni)d'‘te liahiliiy. .and it is po-sihle t«t jirran'/o 
that the union >ho\dd ■,:Mav;in'o e on -half or s.e.ii * other fraetiou. e>jie -itilly in 
cas.'s wlu'U it is dealimj: with a htnih of a elass whi'di mns* nnilerttihe re.sjnmsi* 
hility for the ass,-<sm<n-. of etidil. riul a uunranti eiJii: union of sotne Kindis, 
in onr ojdnion. mlvisalde where the linaneiny aei jiey is ti fentral llanh. .and 
ess 'ini.al in e.aso where ti I’anl.' de:».li,n: with a whole jnovinee .aitetnjits to deal 
with soviet ies without the inti-rveiition of a t’.attral lhajtk. 


Ittil. Turnin'; 1 1 the (.h-ntral Hunhs wi* wmdd draw tiitention to the 

. dotthh' fmietion whieh tliev nerform of 

.r tv.'ra. AVih-:. , , , ... ..... , 

... , tel halanein; the Inmls ol .soeieties jind 

•//') sujiidyini; eajdtal. V|) to a ca*rtaiil 
point the iornier fmietion etni he jierfiuaned hv the lie;istrar, tnid the la:t«‘r hy 
.Toini Sloek Iftinks : hut ji time soon comes wln’ii a Centrtd Hank of .som«‘ hind 
has to he suhstituted for these ai:emMe.s. ,\s the numh.'r of soeieties ineroases, 
the Work ol halaneiii" lands heeomes irvealerthau can suitahly be entrusted to 
an olUecM' sneh as a Ue^istrar who has so many other duties to ]ierrovm. 3’or the 
supply oi money it was not nucommon in the tiavlitM' sta'zes of co-operation in 
India, for societies to apply din'ct to .loinl Sloek .Hanks, and the practice is 
not unknown even now. Hnl as a |x**ncral rule a .Toint. Stock Bank, liowcvcr 
unxiows to help, is not. the best, a'^ency for the snpjdy of cajiital to primaiy 
co-operative societies The ordinary Joint Stock ]Jank tleals Avith tangible 
securities only and finds it dillieult. to appreciate the ‘ impaiiderahlc ’ factor in 
co-operauve security, CA’cn Avhen combined Avilli xmlimiled liability. It is 
aceuslomed also to dealing Avitli short loans as nndei'stood by commercial circles, 
namely loans of 2 or 3 moiitlis, and looks for a far more rajiid turnoA’cr than 
can be afforded by the class of loans needed by members of agricultural 
credit societies. It could not be placed under any direct control on tlic 
part of the llcgislrar, nor Avonld it be iitted to exercise the necessary control 
over the societies, and it Avould scarcely be prepared to lock np in tlie 
inovcmcut the amount of capital Avluck the proper liuaucing oi societies 
Avould demand. It has therefore been foxmd advisable in India as clsexvliero 
to establish, the class of bank represented by Central Banks and to maintain 
them luider co-operative control, Avhich Avill appreciate the special conditions 
tinder wliich co-operation ivorks and act in sympathy ivith those conditions. 
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to societies, (3) banks -wliicli include botli individuals and societies among 
tbeii' members. The numbers of Central Banks falling under eacb of these 

beads arc aj)j)roximatcly as sbonm in the margin. 

The first class includes any bank in 
Avlhcli the shareliolders consist entirely of in- 
dividuals or in which societies arc admitted as 
shareliolders on exactly the same fooling as in- 
dividuals, witliout any special provision for seem- 
ing their rejirescntation on the Committee or for 
reserving a definite portion of the share capital 
for them. A liauk of this class stands in much 
the same position as a joint stock bank, and in 
deciding Avhether such a bank should be ad- 
mitted to registration under the Co-operative 
Societies Act, Begisfrai-s should, avc think, be guided by iho consideration whe- 
ther the bank proposes to grant loans to any persons or institutions besides re- 
gistered co-operative societies, and whether it intends to undertake any outside 
banldng business not immediately comiccted with co-operative finance. In 
either of these cases the banlc should not be registered, because its existence 'null 
only cause friction both with the societies which it is intended to serve and nith 
the joiut stock banks n-ith which it may enter into competition, and its work 
would not be of the kind contemplated by the terms of the Co-operative Socie- 
ties Act. There are now practically no Central Banks which imdcrtake outside 
business and comparatively 'few wliich lend to individuals, but in oiu* opinion the 
time has come when steps should be taken to bring to a close iu all cases the 
pmctice of grantmg any loans except to registered societies. If these conditions 
arc complied with, we would not recommend the absolute prohibition of the 
use of this kind of Bank by societies, provided that the byelaws are carefully 
drafted and include pro-visions limiting thedmdendto a reasonable percentage 
on share capital, so as to ensure that afEiliatcd societies can not become a 
prey to the capitalistic tendencies of the shareholders. The relations between 
societies and a bank of this class would be a matter of contract and it 
would be for the Begistrar to see that the contract was not tmfavourable 
to societies. In any case it would be necessaiy for such a bank to main- 
tain its omi independent field staff for the assessment of the credit of apiili- 
cants for loans, whether such applications had been recommended by Unions 
or not, as its Committee would not include expeiienced representatives of the 
societies or be able to roly solely on the recommendations of groups of bor- 
roiving societies unconnected with it in pecuniary interest. It must of coiu-se 
be understood that a purely caijitalistic Central Bank is not a suitable asency 
for the training and supervision of societies or for fixing the total boiTowin^ 
capacities of societies in respect of theii- dealings with "the public. On the 
whole the difficulties that beset banks of this comtitufion are so considerable 
that we should prefer to see them gradually disappear. 

lOG. The second class, consisting of piu-ely co-operative banks, would in 
secteftex as s/iarc- theory be the type best suited to finance 
/loaders. Societies satisfactorily. The antagonism 

of interest between the shai-eholdcrs of the Centi-al Banks and the bon-owhig 
societies is eliminated by the identification of the two panics. The 
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inanag'Muent of tliis class of bank entails the least jiossiblc expense, as OAving to 
the \inion of bonwers and lenders, the staff, maintained to A’erifr the credit of 
boiTOAvcrs or to recover loans fi*om them, inav bo on a mnch diminished -scale. 
There is no need of earning diA'idends since the profits out of AA’hich they come 
nre derived from the vciy institutions Avhich Avould i-cecivc them. On the 
other hand, it is dillicult under present conditions to find among the members 
of societies representatives Arith sufficient capacity to manage such an institu- 
tion, and this type of bank generally fails to excite the interest or leave room 
for the assistance of the middle-classes, aa'Iio by its constitution are excluded 
from active participation in the moA'cment ; nor has it the necessary prestige 
to command local deposits to the extent to Ai'liich they Avoidd have been forth- 
coming if the middle classes Avere identified AA'ith the bank. In xicvr of these 
practical difficulties banks started on these lines liaA'c not hitherto proA'cd an 
uiupialilled success, and though they rciM-cscnt the model at Avhich co-opera- 
tion should ultimately aim, they should not be unduly forced. 'Where the 
necessary personnel is aA’ailable, it might be iiossiblc for them to obtain the 
adi-antages of the help of the educated public by alloAving the co-option of 
individual capitalists or others as direetois Avitli a substantial shareholding, 
as has liecn commonly done in Europe, and although the co-option of one 
nr Iavo such directors might not bring in as much deposit capital as in banks 
Avhere the middle class Avas more substantially ]-eprescntcd, there AA'ould 
ordinarily, on the other hand, be a compensating reduction in dividends and 
other exiicnscs. The system, hoAvever, has not hitherto been tried in India. 


Jjtiiikx uUh mixcil con-ilifutioii. 


107. The third or mixed type comiirchcnds banks in Avhich .societies are 

not only assigned a certain jiroporlion of 
the shares but also are given separate 
3‘oprescntation on the board of directoi-s. If jirovisions arc introduced Avhich 
by scjuriiig to societies a majority on the directorate and by limiting dividends 
to a reasonable rate, Avill ])revent indiA'i<lual .sbarebolders from enjoying an 
undue advantage, Ave e{)nsidcr Ibis class of bank Avell .suited to jircsent 
conditions, 'riiougb not so cheaply managed as the second class, it Avill be 
ehcaiier than the first and in addition olfci’S a means Avhereby an intelligent 
directorate can be obtained and the middle classes of the locality enabled to 
take their part in the moA'cment. In .starling nmv Central Banks, it Avill be 
Avell usually to adojit this .system, but provision .should be made to enable the 
bankby degi-ecs to become more co-operative by dimini.shing the number of its 
non-working individual .shareholders either by lapse or by redeeming their 
'ihavi's or by eontining all fre.sh .share issues that may be found necessary to 

s<)e!''ties tmlA'. 


Jrr : .’’li! 'f 'r f'of r. liarl-. 


lit". Jt is usual, except in some cases in the Punjab, to assign to each 

Central Bank a definite area Avithin 
Avhich it may grant lojins to .societie.s, 
but ill'" area covi'red ami the number of societies served A'aries considerably. 
Timre is a tend'Miey to as>itnilate a bank’s area of oj)erations to some 
adiuinistnitive unit such as a district or sub-division or tahsil or tnluka, and 
in many Instances hanks hai'e hitherto worked .successfully in compand ively 
sni;itl anti'., but in tlu-s»- cases tiny hai’c not undertaken the full 
*-\p -ns. s uhieh in our ojnniori should bi* borne by (’entral Banks, and they 
have d'H'milv cnjovi'd tie- ;tilv;udaire of Aiide inaririns bctiveen their 
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■borrowing and lending rates. If our recommendations in respect of staff and 
fluid rcsom’ce aro earned into effect, tlie ex^jenses of Cential Banks will 
aljsorl) a substantial imrt of tlieir working Capital, and tke cost will of course 
be proportionately less when distributed over a larger business. Conse- 
quently a Central Bank should cover as large an area as is compatible with 
convenience and efficiency. Although it may commence on a small scale, it 
cannot expect ultimately to work at a profit unless it has a considerable capital 
and Ave think that a Central Bank should ordinarily expect to deal, cither at 
oircc or Avithin a reasonable time, with at least 200 to 250 societies. Subject 
to the aboA'c considerations it is ahvays Avell to adhere as far as possible to 
administratiA'c divisions and to avoid the creation of banks intended* perma- 
nently to deal Avith any area exceeding a district. 


109. It has not mfrcqucntly been suggested that Avlicrc there is an apex or 
Pombilittf of snlsiitntian lira itches Provincial Bank, the Central Banks 
of Prouneial Bank. might AAnth advantage be converted into 

branches of it. It is contended that the' concentration of banking skill and 
experience and the aggregation of funds and accounts in one place Avould entail 
a .saving in management and that Central Banks AA'ould then be regarded 
simply as machines for taking in and giving out money under the dhections of 
the Provincial Board, and could be left in charge of managers on compara- 
tiA’cly low pay. There is some doubt, hoAA’CVcr, as to the possibility of cany, 
iug on the work through a loAV-paid local manager and there is also the consi- 
deration tliat such a change avouM invoh'c the loss of a good deal of service 
noAV done gratuitously. Even if it be admitted that tlicro Avill bo an economy 
in management, there are still further objections to bo consider'd. A Central 
Bank giA’cs an opening Avlicrcby the middle classes can interest themselA'cs in 
the movement, and even though local committees Avere organised to supei'A'ise 
the branches, it is probable that local enthnsiasts Avould AA'ork Avith a keener 
•sense of responsibility and zeal for their OAvn independent bank than for a 
branch of the Provincial Bank. If a manager on high pay Averc found to bo 
necessary, it Avonld ])e some time before the ProA'incial Banlc’s bii.sine.ss Avould 
be on a large enough scale to permit of his maintenance, and dilficulfies might 
be cxpoAnenccd on account of the Avant of energy on the 2)art of a branch 
committoe in obtaining I'cpaymeuts and deposits or iji enquiring ijilo loan 
applications. Indeed in cases Avhore there is no systezn of subordinate Unions, 
it is ditlicult to see liow a Cenjinl Bank couM be dispensed Avith. Onr 
eonvlusiim, tberofore, is tliat although there is no reason Avhy Innnches should 
not he established in invference to Central Banks in places A\here Unions 
have been developed, hieal conditions sbould alway.s be Avell AYeiirln-d before 


tin's step is taken, and aco 
eoine lie tbi* cheaper and 
independent Central Banks. 


imagine that in nnist cases it Avill for same time to 
more clUeient c-nu-.-! to adhere to the .system of 
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lionoraiy and l)csides helping in the disposal o£ office "work they are also 
found undertaking in many provinces the -work of supervision and reporting 
on loan applicatiohs from societies in theii' neighhoiudiood, each Director 
being occasionally placed in charge for these purposes of a defined portion 
of the total area served hy the Bank. They also frequently hy their local 
influence give valuable help in obtaining deposits for their Banks and an-anging 
renewals. Meetings are generally held monthly and even when Directors live so 
far away from the Banlc’s office that they are unable to attend all meetings, they 
can generally he relied on to he present at the more important meetings held 
once or twice a year to assess the credit of societies and to settle the chief items- 
in the year’s programme. It is sometimes urged that the .management of these 
Banks being in the hands of amateurs cannot he expected to stand a veiy 
critical scrutiny. It is true that these Banks lack the expert Managing Director 
or Manager who advises the non-specialist Directors of Joint Stock Banks, hut 
on the other hand, the type of Director who is generally chosen as a represent- 
ative hy the individual shareholders and devotes himself to the work of 
management of such Banlcs, is as a rule enthusiastic and intelligent, and the 
work itself is hy. no means so complicated as in a Joint Stock Bank. A 
Joint Stock Bankei- must imderstand trade and finance, possess a thorough 
knowledge of commercial law and stock exchange practice, he competent 
to deal with bailment and monetaiy business, and skilled in judging men and. 
selecting the idght sort of business. A Co-operative Banker, on the other hand, 
needs only to have a general understanding of money rates and to fix his own 
rates so as to i)roduoe the margin of profit required to cany on the Bank on 
sound lines ; he should he able to forecast probable receipts and demands from 
societies, to maintain careful accoimts, and to see that his working capital 
is regularly employed and that sufficient fluid resource is always kept available. 
He needs to exercise very little discrimination in the selection of business, and in 
the important work of assessing credit reliance is placed either on the re2)orts of 
Unions or on information supplied by Directors who for this pmpose need not 
so much a business training as local knowledge and common sense. The work 
of Co-operative Banks is accordingly simpler in itself than that of Joint Stock 
Banks, and for its sitccessful despatch calls less for technical skill than for 
ordinary jjrobity and knowledge. It is therefore well within the capacity of 
the intelligent lawyer or other professional man, u'ho usually woiks on the 
Board of a Central Bank, and though eveiy opportunity should be taken of- 
secui'ing expert banking knowledge on a Board when possible, the fact that it is 
absent does not necessarily mean that the business will not be competently 
administered. 

ni. In some banks a good deal of work is entrusted to a paid manager 
The Bunk’s Staff. although wc hold it advisable to 

mstrict the paid agency of batiks as much 
as i)ossible, wc consider that where such agency is found necessaiy it .‘<hoiild 
always be adequately remunerated. As regards the staff required for siq)cr- 
vising societies, wc have abeady dealt with the matter in ijai’agrajdi OS. It 
is the business of the Dircctois and the staff to vi-rit villages from which 
sponfancous .".pplicalions arc received and to organize socieiies tberein, but 
we have come aci’css cases wlierc their help has been somewhat recklessly used 
and where societies have been inultiiilicd in e.xcess of the financial I’csourccs 
locally available, a .*:ituation which has resulted in Ihe Begistrar Iiiinself 
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Lein" (Irircn to tout for funds in tlio outside money market. lIFc would draw 
attention to the stipulation made in paragraph 39 that the giwth of socie- 
ties should proceed spontaneously by imitation of existing societies, and hold 
the view that if co-operation is started on right lines, the staff of Central Banks 
can be employed more usefully in helping and advising voluntaiy apiilicants 
for soeietics than in propagandist activities. 

112. In all Gcntinl Banks Avliich admit societies as shareholders, we think 
J'xifiit- lo irhich dijfereiil. c/astes of that no credit socicty should be granted. 

S'icieiies sfwithJ me Central Jlankx. ^ loan unless it has first subscribed to a 

share, and that all credit societies within the jurisdiction of a Bank should 
be encoura"ed in cverv waA* to become shareholders. Similarlv it is adAusable- 

w • • t 

that non-a"ricultAiral societies should become shareholders in Central Banks, 
though in fheii' case tlic necessity is not so groat. Ifon-crcdit societies (pro- 
ductive, distributh o, etc.) stand on a ditVerent footing ; but there is no objection 
to their making use of a Central Bank i»rovided that they take an adequate 
number of shaves and olfer sullicient security. In their case, however, no rule 
need be laid down in'cvcnting them fi-om applying for such funds as they need 
to any agency they may prefer. In the case of insurance societies Ave Avould go 
fiu’thcr and deprecate any financial connection betAveen ihcm and Central 
Banks except in so far as they may be permitted to deposit their surplus funds 
in them. The intermixture of insurance and credit business is attended Avith 
grave danger, and the financing of insurance societies .should as a rule be left to 
separate rcinsiuance Institutions. 


Book Bankt. 


113. Central Banks in India usually receive and pay out cash from their 

OAvn olllccs, but Ave have met Avith eases 
in AA'lnch all transactions Avcrc carried out 
thraugh a ucighboiu’ing Joint Stock Bank, the Central Bank in such cases 
playing the part of Avhat is knoAm in Europe as a Book Bank. W e see no 
objection to an arrangement of this kind if the rcspcctiA'c positions of the 
tAvo Banks toAA’ards each other and toArards outside poisons pajing in or 
AvithdraAA*ing money arc clearly defined, but as the volume of a Central Bank’s 
business develops, avc imagine that a time Anil arrive AA’hen it aatII be found 
more convenient for them to conduct their oAni moncA' transactions. 


ConrosiTiON of Capital. 


11-1. As in the case of Primary societies the four main soiu'ces of AA'orking 

Cc«p«<K’’« of CooM Soot,. ffl (2) deposits (3) W 

(1) Reserve Eund, and the figm-es under 
each of these heads were at the end ot the last official vear approximately as 
follows ‘ " 


Shares 

Deposits 

Loans 

Eeserve Fond ... 


Rs. 

27,02,078 

1,38,95,367 

35,92,891 

4,44,800 


llo. The Reserve fimd AA-ill be dealt Avith ' separately belon-, and before 
dealing Avith the remaining heads there is a small point Avliich calls for 
notice. Wq find that it is unusual for Central Banks to levy any enti-ance 
Affiliation fees. affiliation fees, and Avhere they ai-e 

required (as in Biliar and Orissa, and 
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Assam) tlic amounts chai’gcd are insignificant. "V^^c see no advantage in tlio 
2 )ractice, and would have no objection to its discontinuance. 

Shares. 

IIG. The figmes in the maigin show tlio amount oJ; share capital possessed 

, . ^ , by Central Banks and its relation to their 

Amount of Share Capital. a j. i i - ta* • i t» • mi 

total liabihtics in each Province. The 

share capital is subscribed by two main classes, viz — 

(a) individual .shareholders and (b) 
afliliatcd societies. In order to reassure 
tlio public and attract deposits it is 
adinsablc that the total share capital 
should be as largo as possible consis- 
tently with the economical Avorking 
of the Banlc, and in many banks in 
some provinces Av'C'doj.ibtji| the propor- 
tion Avhicli it bears to the total Habili- 
tics is sufliciontly large. 



Amount 
of pnUl up 
Shnro 
CnpUnl. 


Forceiitugo 

Frovinco. 

Average 

per 

31ank. 

of paid itp 
Share 
CnpUnl on 
total llnhl* 




lltles. 


lakhs. 

Ill 

thousands* 


T^Indm^ ... ... 

3-07 

8 

8*3 

Slombny ... ... 

'fiO 

0 

24*1 

licntml 

3*8 & 

31 

11 *5 

Bihar nml OrH<a 

1*16 

0 

131) 

•United UtorlDcea ... 


11 

30*4 

I’nnjnb 

0*111 

10 

2/» 

la-ii 

Burnvi 

TiS 

12‘rt 

Central Frovlncca 

4‘P7 

17 

38*0 

... ... 

•25 

4 

34*4 

Ajmer 

1*22 

24 

100 

Total 

27 -02 

4 

12-7 


117, In banks of the ‘ mixed ’ type, avc find both of the two abovc-mon- 

„ . 7 - I tioned classes of shareho]ders,o/:c.,i]ulivi- 

Preference aiul Ortlinartf shares, 

duals and societies, and in some jirovinccs 
it has been customary to distinguish their interests by classifying tlio shares 
held by the former as profcrcnco and the latter as ordinniy. The idea underlying 
the distinction is to increase the security of tha^ portion of the capital ofTored 
to the investing public by granting it a prcfcmitial position as regards dividend, 
involving in some eases a certain rate of^mulativc dividend, and in some 
•eases also a prior claim on the capital in^o event of liquidation. Wo should 
disapprove of these last two forms of preference, but see no objection to 
the grant of tlio usual ]y/fcrcncc on Pjividends .i&' it is found 'absolutely 
necessary to attract locai-^^apital. WW'^i .tins ncccssily docs not exist, Avp 
tliink it more simple any/conveuient to treat all shares on the same footing. 

IIS. The .size of single shares varies considerably, and their values range 
^ from Bs. 10 to Bs. COO, those assigned to 

Ofo'f Of *1**11 1 1* Pi 1 ji 

individual members being often larger than 
those held by Societies in the same bank. The determination of the face 
A’alue of shares is in our opinion a matter for local conAmnicnec and avc can 
•suggest no general rule, but think tliat on the Ai'holo it is simpler that the 
shares held by societies and individuals should be of the same value. 


110. H e think that it is ordinarily prefcrablo to require primaiy socic- 
Sharcs held hij societies. to subscribe to a number of shares in a 

Central Bank that may bear some jiropor- 
tion to their borrowings irom the Bank. This arrangement has fhe inciit of 
maintaining a projior relation bctivccn the obligations of the societies to the 
Central Bank and the advantages gained by them from it, and it is the .system 
oitlinarily adojitcd in Europe. 

120. In the ease of individual sharclioldcr.s, the ordinary object of a society 
Limit on nnmtcr of shores to he tohen is to raise the amount of share capital 
by Luhadttols, Avliicli it inquires Arithout allowing any 
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individual lo obtain a preponderating voice in tlio management, and for this reason, 
tlie total holding of any one person has been limited under the Act to Us. 1,000 
or one fifth of the total share capital, ■wliichcvcr may be less. In cases ivhere 
ilitlicnlty is experienced in raising sutUcient share capital, the shares arc some- 
times subscribed by a few large holders, and Avlicn necessary foi- this pttrpose, the 
-statutory limit may be raised by a special order of tlie local Government to some 
higher finnre such as 11s. .^,000, or 11s. 7,j)00, as has already been done in ceit;ain 
Provinces ; but in sucli cases precautions should be taken to ensure tliat each share- 
holder should not be allowed more than one vote. The practice with regard 
to voting power ditVers in dilVerent provinces. In tlie Punjalj and tlie United 
Provinces for instance the rule is that each share entitles the holder to one vote ; 
in Assam, Central Provinces, and Bihar and Orissa, every member has one vote 
onlv; in Bombay and Burma voting power is ordinarily based on .shares but 
sraduated so as to give proportionately fewer votes to tlie larger shareholder 
than to the smaller one. In new Banks Ave Avould recommend one A'otc per 
head as the fairest system and likely to keepalive most interest among ordinary 
members without deten-ing those Avho can alVord it JVom subscribing to more 
than one share. The ])rceaiUion of giving each member one vote only is no 
doubt less necessary in cases where the number of sbarebolders is large, but even 
here it can done barm. Apart from this, avc tliink that, the object of a bank 
being to e.vtend a shareholding interest to as many suitable members of the 
public as are Avilling to come forward and take uj) co-operative Avork, it is 
•advisable, so long as ('nougb share capital can be obtaineil in the ordinary way 
to adhere to the limits fixed by the Act. 


121. All shares held by individuals should in our opinion be fully paid 
r. up, and we deprecate the use of rc.scrve 

llescri-f! Lumltty. 

liability in the case ol such shares. The 
idea of reserve liability is based on English practice, and is not well adajited 
to the cu-cumstanccs of the banks Avhich avo arc considering. We under- 
stand that very I’cav good Joint Stock Banks in India refrain from calling up 
the full amount of their share eapital. We hold that reserve liability, if 
regarded as an additional security to a bank, is liable in this country to jirove 
misleading and that great dilliculty may be experienced in collecting 
the uncalled portions of shares, Avhen they arc required, OAving to the faet that 
shareholders arc generally Avidely scattered, to the joint family system, and 
to the delays and expense attending civil suits. lu the case of shares held 
by societies there is not the same difficulty in rccoA'ery and aa'c should have no 
objection if an exception AA'cre made iu the case of such societies and their 
•shares AA'cre half paid up, leaving the remaining half as reserve liability. 


122. The total liability attaching to shares, AA'hethcr held bA^ individuals 

or societies, is ordinarily limited to their 
JMHIIi, focoToliie.andTO!.H>™TOofthispK,ctlco. 

Inc banks oi some provinces have lol- 
loAved the examiile set by Germany, and fixed the liability on the shares held 
by societies at some multiple, generally J to 10 times, of the face value. The 
simultaneous adoption of tAA'o standards of liability tends to confuse the imblic, 
and iu cases Avhere a large degree of liability is found really nccessaiy, AA*e 
should prefer it to take the form of an increase in the face value of shares to- 
-gether Avith an increase in the reserve liability attaching to them. But, as Ave 

rk 2s 
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liavc noted aljovc, ■wc depvccalo reserve liability on sliaves held by individnals, 
and do not advouaie its extended nsc in the ease ol; feliares held l>y soeieties 
becanse "WC think the obieet aimed at. can be seenred by requiring societies lo 
stibsciibe to shares pi’oportionately to their boriwings. 


123. The jirovisio]! o! the Act ndiieh 2 )crjnits the issnti of rnles limiting tbo 

LimHanou of J)lvuhn,h. dividend has been utilized by most 

Local Governments. In Lombay the 
maximnm nnder certain conditions has been fixed at f) ]ier cent and in Burma 
it has been fixed as high as 30 jicr cent, but in otlicr ProA'inees the ordinary 
maximnm is 12 or 12-J jier cent. Wc agree entirely in the necessity of fixing 
a maximum rate, but. Avonld havcit laid doAA'n on some logical jninciidc. It 
Avould be possible to require, as in Euro 2 )e, that- the rate should not exceed 
the average rate charged on loans to societies, or it could be arranged that the 
rate should not exceed by more than 2 or 3 per cent the average rate ]iaid by 
the Bank to its fixed dcpositoi's. When tlic bulk of the shares are held by 
societies the former system is justified by the consideration that it is I’oason- 
ahlc that the rate of dh’idend obtained by societies should aj)])roxiniale 
to the rate Avhich they iiay on loans. Where lioAvcver (In; shareholders 
arc chiefly individnals, aa'o jircfcr the latter iirinciple, because, Avhile their 
jirofits should not be dis^iroportionatcly greater than those of depositors, 
they should at the same time be paid at a substantially highen* rate for the 
increased measure of i-isk Avhioh they undertake, and in many Joint Slock 
Banks avc find that the compensation for this }‘isk corresponds to a 
margin of 2 or 32)eroent calculated on the shares at. their market value. Judged 
by these standards the iircscnt maxima of 12 i)er cent or more arc in most cases 
loo high, and, as they have seldom been reached in in-acticc, ii. should be possible 
to redirce them. In cases Avhere the eaintalist interest is strong, and the banks 
decline to reduce tlicir rate of interest, a remedy maybe found in starling a 
ncAv bank on more co-ojierativc lines to finance the societies concerned, 

No bonus Avhicli brings the total of the dividend and bonus above the maxi- 
mum rate should be alloAved ; in fact avc should be glad to see the dislribulion of 
such bonuses to shareholders absohAtely inohibitcd, as the same reasons do not 
exist for the jAractiec as in the case of Joint Stock Banks. 

Dcjmiis. 

12-1, Oiu- returns do not distinguish loans from dc))Osits ; and 2)art of the 

monev .shoAvn as loans and deposits re- 

Dnfa ri-gtinJiiiq lirnosits. • 1 j- i i ^ 

‘ ^ cciA'cd from jAiorabers and non*membei’.s 

is in fact represented by loaiAs B'om Joint Stock Banks. AlloAving for the 

inclusion of such loans the total amount recciA’cd on dci)Osit (other than de])osits 

‘-r — : Iram co-operative institAitions) by Ccnfral 

rroviiw.'. iSbiu'd. Banks in India (including Provincial- 

- — — ! Banks) is 203 lakhs, hai’ing risen to th.at 

iStey i fi-fi figure froiii 37‘-.IS lakhs in ] 010-11 and 

:::! SvS from l-io lakhs in inOft-O/. It Iravin- 

lullmi’ Z. "! , 'j-iri “o-r cial hanks arc excluded the total dcjiosits 

Cviitriil rri)Ylnct'>*.„ .•• • 8*4 » :12*0 ^ 

-- •“] pfHs.lomis from Joint block Banks aro 

Total ... i iSs-ps o.^-^ noAv 13S’05 lakhs, of Avhich 3S’17 lakhs 
• • Incimiiag (r,.m j.M,« Stock orc froiu mciiibers. TIic figiu-es for the 

various jirovinccs m*c shoAvn in the margin. 


Provinci'. 

1 by 

• luotubcTii nnd 
mlu'Ts* 

Ft'rct'idflbV 
on total 
Lbibimirii. 


.. • ii-.-fi,-. 

707 

Itombny ••• 

... 1 1-74 

71'fi 

ib'ngui ••• 

... 1 

.S{V4 

lllhar ntul Ori<<«a 

... { 

707 

llnUcd rrovlwci"* »• 

... ! -iivai 

OtVS 

ruujab 

... ‘ 

cr-2 

lUtTma a*. 

1 V7A 

40*7 

Cviitriil rri)Ylnct'>*.„ 

... ‘ 8-4 » 

H2*0 


... 1 1-!I7 

70*2 

Alm.T 

... 1 r.*:.o 

7a*4. 

Total 

... 1 i;t3-P5 

0.%*4 
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125. The animal rotimis show loans and deposits from memhers and from socic- 

lies .separately and we hclicvc that, altliongh 
2 )efPs{i\f'ro>» soeidus w/in'/i (ve iiieiii^ jmicticc varies, it is not nmisual to 

lergo/ Cent. a an s. shoAv deposits from societies which are 

memhers of Central Banhs as well as loans and deposits from individual memhers 
mider tlic former head. If tliis is so, de])osits from the individual memhers of 
Central Banhs cannot he clearly distinguished from those from atliliatcd societies 
hut the point is of little importance since deposits from societies which arc mem- 
hers are not large, and if our reeommiaidations .are accepted, the system under 
which such deposits are made will he eonsiderahly simidiiied. Deposits from 
societies should in our opinion he- eonfined to (1) excess deiiosits received hy 
them and passed on at special rail's under the arrangements referred to in para- 
graph 52 above and t21 small sums deiiosited as a. convenience for short periods. 
In addition to thise however it is customary in some jn-ovinecs for societies to 
deposit their reserve Vumls ii. the Central Bank. In lladras for instance this 
is compidsory. and in Burma one riuarter must he so deposited ; Avhilc in the 
United Provinces a eonsiderah'.e ]n-o]M«-tiou of tin' reserve funds are in fact treat- 
ed in the same nay. AVo look on this arrangement as unsound. If not readily 
availahle. a reserve fund so di'posited is of no benefit to the society tuul only 
cnahles the shareholders of Central Banks to swell their dividends at the expense 
of iirimaiy .':oeieiies. AA'e should therefore advocate the rescission of the practice 
Avliorever it now exists. 


120. The deposits in Central Banks are ehielly derived from professional 

men. landoAvners of a medium st.atns, and 

JIo:c /ar (Jcij> silg ciiiii’i '•ompctiiioii trtl/i .,1,1 , 

• T • , P, , , other sections ol the middle classes : and 

Jotuf blvc/: iui,i/.g. . . 

Irom our enquiries rve are satisiied that in 

most cases a nerv source of deposit is being tapped hy Central Banks as avcU as 
hy primary societies. Ihiropeans and Government servants arc also beginning to 
favoiu' deposits in Central Banks as an investment, and even in their case the 
amounts deposited rvould often liaA'c been employed in commercial ini'cstmcnt 
rather than placed in Joint Slock Banks, if this nerv opening had not been 
offered to them. No doubt there is a residue of deposits Avhich arc obtained hy 
Central Banks in direct competition rvitli Joint Stock Banks, and this competi- 
tion is perhaps most marked in parts of Bengal, Ai’hcre Joint Stock institutions 
known as ‘ Loan Offices ’ liar'e been established in most of the important toAATis. 


In Northern India also, there is cA'idence that an axipreciahlc amount of deposits- 
has been AvitlulraAvn dm-ing the last year or tAVO from certain Joint 
Stock Banks and placed in Central Banks. At the present stage of 
course the movement has not reached a scale on which it can seriously aft'cct 
Joint Stock Banks, as the loans and deposits held hy Central Banks amount 
only to 1*7-1 crorcs as compared Avith 90 crores deposited in Joint Stock Banks. 
But although as time goes on the competition of Central Banks for the deposits 
of the public Avill increase, AvchclieA-e that any direct loss of deposits, Avhich Joint 
Stock Banks inaA suffer udll be more than made good by the enormous impulse 
Avhich the Co-operative Banks Avill giA'e to the devkopment of the bank- 
ing habit among the people, and Ave consider that Joint Stock Banks, so far from 
being loseis, AviU jirofit by tlie increased trade and commercial prospeiity 
which must incA-itably result from the growth of the co-operative move- 
ment. 
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1.27. TTe liaye abeady given oiu* reasons for holding that in primaiy socie- 

^ , tics no cuiTeiit accounts ought to he 

Current Accounts. - , rm i i . 

opened. The same objections apply to a 

large extent in the case of Central Banks; the staff for maintaining the accounts 

is expensive and there is the risk of forgery or sudden runs to he met. The 

practice, moreover, has no direct connection vdth co-operation and entails a 

certrain amount of competition ATith Joint Stock Banks Avhich are in a better 

position to deal Avith such accounts. It requires some legal knoAA'ledge 

Avhich the staff of a Central Bank do not ahi-ays possess. At the same 

time there are frequently cases AA'hcre OAA’ing to the absence of a commercial 

hank, the clientele of a Central Bank cannot obtain the convenience of 

ciuTent accounts through any other agency, and it is also found that current 

•accounts often lead on to fixed deposits on a larger scale. Where therefore 

ouing to the absence of good banldng facilities there is a real necessity 

for this class of AA'ork, aa'c aa'OuM not recommend its entii'c prohibition ; 

but Avhere current accounts are alloAA’ed, it should be on the condition that, at 

•any rate for some years to come, the Avhole amount held on cun’ent account 

•should be coA’^ered by fluid resoui'ce iiTespectivc of sueh resource maintained for 

ordinary business. The accounts should in any case be at a rate of interest not 

exceeding 2 per cent, and may be opened on these terms Avithout objection for 

non-members as Avell as for members. 

128. In dealing AA'ith primaiy societies Ave stated that in aucav of the urgent 

• necessity for encom-aging thiif b aa’b consi* 

aviuffi Aeconn s. dered it inadAusable to prohibit them from 

•accepting savings deposits provided that certain precautions , AA'cre observed. 
In the case of Central Banks, hoAveA’’er, the clientele belongs to a less impoA'erished 
•class, to AA'liich the facilities of the GoA’-ernment Post Office Saidugs Banks are open. 
As experience has sIioaa'ii, this class is liable in India, far more than in Europe, 
to panics and has a tendency to AvithdiuAV suddenly large amounts of money. It 
is urged therefore that Central Banks should escheAV this troublesome and lisky 
branch of business and should leai'e fheir members to deposit their saA'ings in 
the Post Office Savings Bank or in primaiy societies, if they aatsIi to do so. We 
fully recognise the force of these objections but aa'c are reluctant to sec the 
•door closed on any scheme Avhich may conceivably act as an encouragement to 
thrift. We AA'Ould therefore permit Central Banks to open saAuugs accounts 
•on behalf of members and non-members alilce on condition that 75 per cent 
•of the amount held is covered, that the maximum accepted from indmdual 
depositors on these accounts is fixed at a Ioav figure, that a brief notice of 
AiithdraAval is required in all cases, and that no bank alloAA's its savings deposits 
branch to be used for the pui'poses of current account business. The deposit 
of money in a bank Ai'hich uses it locally is of more eduoatiA’’e value than 
•a deposit in the Post Office, and the cxamj)le of the Central Bank in 
encom-aging saA'ings is likely to stimulate the groAvth of a similar practice in 
the sm-iounding A'illagcs. Even if the volume of tins branch of business 
increases aiipreciably, avc. believe that in vicAv of the dei'clopment of tlu-ift 
it AA'ill not ultimately in any Avay hai'c any prejudicial effect on deposits in 
■other savings institutions. 

129. In practice Ave find that deposits represent a far larger percentage of 
Amount of deposits and areas from the total Avorking capital in Central Banks 

lohich theu are iaien. than in primaiy societies and it is impor- 
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taut that deposits in sullicicnt quantities slioiild alnays be forthcoming. We- 
liave mot -with cases -where Ceniral Banks instead of working for deposits have- 
had recourse to tlie more facile expedient of obtaining loans from Joint Stock 
Banks and Avo consider that every effort .should be made to meet as largo a 
proportion as possible of the Central Banks’ outside needs from their OAvn 
deposits. Central Banks in fata .should ba.«e their finance on their oAvn local 
credit and should not merely serve as conduit jiipcs for conveying out.sidc money 
to societies. 

As regards tlie area from Avhieh dejiosit.s should be draAvn. avc have foimd 
cases in Avhich Central Banks liavc at the instance of the ProA'incial Bank been 
prohibited from taking deposits from out.sidc their own area of opera- 
tions, and Ave are aAvarc that los.scs lia\*e been caused to banks in Germany from 
the 2)racticc of attracting dejiosits from a distance by offering high rates. 
believe that as banks in this country, unlike those in Germany, arc debarred by 
laAv from using their funds in any sort of .sjieculation, tht? .<01110 inducement to 
seek deposits recklessly from all quarters docs not exist and ivc arc not jireparcd 
to recommend any general restriction on the area from which dciiosiis should be 
taken. If restrictions are found to be desirable, the question is one that may 
be left to the local authorities. Incases wliere it is found that a Ceniral Bank 
is obtaining out.Mdc doimsits at a rate Aihich is really raising the rate of interest 
jiayable by the whole movement, or a\ here one Central Bank by trenching on 
another's district is undermining its cnalit and draining away its resources, 
restrictions of .some kind may suitably be imposed, but we believe that as a rule- 
the ditferout rates of interest olfered In* different Central Banks w ill ffraduallv 
adjust themselves to nearly the same level, and ive doubt w hether any definite 
action to supiilcmenl this tendency w ill be found necessary. 


Term of 


130. It should in our opinion be assumed that it is imstife for any banking 

institution to invest its fimds in loans for 
longer jAcriods than those for Avhich the- 
funds so iiAArestcd ai-c entnisted to it ; that deposits must ordinarily bo ■ met from 
rejAayments of loans and not from iiotcntial i*encAvals of fresh deijosits (Avhich 
should be exclusively employed either in fresh business or invested in fluid 
resoiu'ccs) and that the general body of fluid resource can only be legitimately 
ntilixed for the inu-posc of meeting deiAOsitoi-s AA'hcn there is a derangement of 
normal conditions. 'NYhcrc therefore as is usually the case the bulk of primaiy 
societies’ needs arc for one year loans, it foUoAvs that the bulk of the deposits 
which a Central Banlc secures should bo for one year, and AA*e believe that there 
A\”il AA anA dillicnltA in securing deposits for this period. But in 


addition to the one year business a society always has a large amoimt of imj)ort- 
ant business requiring loans of from 2 to o years AA-hich a Central Bank should 
meet if it possibly can and in deciding AAhcthcr it can do so or not the Central 
Bank must postjione the interests of the primary society to its paramount 
obligation of meeting the depositor It follo-ws that the amount of such long 
term business accepted must be confined (o) to such amoinit as its oAvn ‘ OAA-ned ’ 
capital Avill justify (froin paragraph 138 it aaIII be seen that such capital amoimts 
on the average to If-S of the total Avorking capital) and (6) to such fiuther 
amoimt as any longer deposits they may be able to attract -will justify them in 
accepting. To avoid any possibility of misapprehension as to the eflect of these 
stiggestions, it may be explained, that in most cases money lent to societies is, we 
believe, not fully repaid to Central Banks imtil an interval averagino- from 3- 
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.to 4i years elajises, 1)111 the payment would ho made -in yearly instalments, and 
where this is so it is sufficient that arj*angcnicnts slioiild l)o made to distribute 
the long and short tei’m loans so (hat the amount lo bo repaid each year from 
"the society tmder the tenns of tlie loans should somewhat exceed the amount 
of the deposits which fall duo fo)* payment that year. The same bi’oad piinciplcs 
govern the acceptance of short term deposits. Tf funds arc required to carry a 
:society on for a short period sueh as a month or two till the next liaivest or till 
prices rise, short term deposits may legitimately be taken for this purpose. So 
-too would such deposits be justifiable if a portion of the Cwitral Bank’s business 
were financed by a cash credit overdraft carrring a higher rate of interest, for 
.-such deposits could then be utilized in i-cdueing the orenhnit. 


The receipt and repayment of deposits should be distributed over the year 
as far as possible, in accordance Ariih the generally accepted pjinciple of 
rspreading the liability. It is the practice in one province to ari-ange that 
all deposits become payable on the ssimc date and to fix repayments from 
borrowing societies so as to fall due two mojilhs 2 )jior to tliis date, but we 
believe that such a jn’aclicc is unknown in oi'dinary banking and doubt if 
.such an arrangement Avill be always found convenient, since in the event of a 
famine it involves the risk of haA'ing a great ])art of the Bank’s deposits 
withdraAvn at a timcAA'hcn no rciiayments might be forthcoming to meet them, 
and also since it tends to accentuate the liability in the event of financial inns- 
:sure synchronizing Avith the date of the maturity of the dej^oisits. 


131. We haA’’e recommended in this report that efforts should be made to 
- obtainlong tenn depo.sits in gi’cater degi-ee ; 

epon a .es. adequate fluid rcsom-ce should be kept ; 

.and that in cases AA'here societies do not jiay their share by direct contribution, 
the co-oiierative supervising and auditing staff maintained to in.spect the AA'ork 
■of societies should be paid by the Central Banks, aa’Iio Avould in turn recover 
that share by an increase in the rate at AAdiich they lend to societies. It has been 
found that the rate generally paid to their depositors by Central Banks varies 
fi'om five to seven per cent on one year’s dcj)Osits Avith an increase of from a 
"half to one per cent for each additional year, Avhen dejAosits arc obtained for 
longer terms. If the recommendations above referred to are carried out, and 
the cost of the supervising and auditing staff is paid by tlie Central Banks, Ave 
regard it as imprabable that any Central Bank Ai’ill be able to lend to societies 
.-at a rate of much less than 3 per cent over that at AA^hioh it borrows. 
Inasmuch as societies should put at least tAA'o ^jer cent of then; borroAA'ed capital 
"to reserve and require one half per cent for miscellaneous expenses (in some 
pro-dnees the actual percentages are much larger), and the cost of their share of 
the supervising and auditing staff AA’ill have to be proAuded from the rate charged 
on loans to member.^ AAhether it is taken by direct contribution from the 
rsocieties or included in the rate chai’ged by Central Banks, it is clear that the 
Tninirmim margin betAveen the average rate at AA'hich Central Banks can borroAV 
money and the average rate at AA'hich loans are made to members of societies 
must be about 6 per cent. 


132. Care must of course be taken by Central Banks to repay deposits 

AA-ith the strictest punctuality. In spite 
Repayment of Aepoitli. difficulties caused by the AA'ar there 

have been very few failiwes to repay deposits on due dates, but ic is veiy 
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necessaiT to remember that the cleimsitors in Central Banks, nnlike those 
in primary societies, have usually made tbeir deposits on ordinary commercial 
principles and cannot be kept -waiting for repayment without the risk of damage 
Laf the reputation of the Banlc. It is however justifiable to enquire some time 
ahead what deposits are likely to he renewed, and it will gi-eatly facilitate 
forecasting if the practice is regularly resorted to. 


.Loans to Central JBant's- 

133. Loans are received by Central Banks (1) from outside hanks, (2) from 
Classes of I.oanx. other Central Banlcs, (3) from Pro-vin- 

cial Banks and (1) from Government. 
The figm-es derived from each source are, 
approximately as shown in the margin ; 
hut it should he noted that in cases where 
cash credits have been granted by outside 
hanks, only the portion actually drawn by 
a Central Bank has been included. Loans 
from Provincial Banks and from Govern- 
ment are dealt ■\rith in another place and for the present wo confine ourselves to 
loans from (1) outside hanks and (2) Centi-al Banks. 


Lenns to CrntTnl Bank liom 

Lakhs. 

Outeidc 

16il3 

Central Banks 

12*:.7 

Provincial Banks 

17*10 

Government 

‘01 

Total 

43-41 


* The fiTst It pia shows the flgnTO, on Jaiuiory 1st. 1015, the 
rematning 3 itcm< refer to the fisiire nt the close of the vonr 
lOlS-U. 


The outside hanks lendiug to Co-operative Societies may he dealt 
with separately according as they are Presidency Banks and Joint Stock Banks. 
The accommodation required from them is of two kinds ; firstly to provide work- 
ing capital which is needed for use in loans, and secondly to fuimish a reserve 
which rvill constitute the whole or part of the fluid resource. The first may 
take the form either of a cash credit fully operated upon or a loan, while the 
second would he a cash credit granted hut not ordinarily operated upon. 


Adrances by Presidency Baiih. 


13-Ji. Advances made by Presidency Banks have usually taken the form of 

cash credits at reasonable rates, generally 
approximating in the case of the Bank of 
Bengal to the Bank rate, and the total amoimt of the cash credits sanctioned and 
•of the drawings agaiost them were on 1st January last as shown in the margin. 

The Presidency Banks are by law forbidden 
to grant any advances (a) except on the 
signatm-es of two approved parties, (6) 
for more than 6 months. The limited 
period for which loans may he granted 
by Presiderrey Barrks lear’es Cerrtral 
Barrks in doubt as to the period for 
which they carr count with certaintv on 
srrch pari of the accommodation obtained 
as they reserwe as fluid resoui-ce, hut 
■for the preserrt we sec no objection to allowmg Central Barrks to regard the 
mrdrawu portiorr of their cash credits as a flrrid asset, arrd we would exempt 
them from providing liquid cover for any portiorr they may have actually 
drawrr. 


Prc<ldcney 

Ban'^. 

Total cash 
credits 
sanctioned. 

Number of i 
cash 'credits 
sanctioned. 

Amonot 

acttially 

drawn. 

Bank of Madias ... 

1,00,000 

1 ' 

ir.0G3 

Hank of Bengal— 




in Bengal ... 

23.000 

1 

3,370 

In Punjab .. 

‘ 7,20,000 

14 

3,03,224 

Total 

8,43,000 

IS 

3,S3,G37 


• Cnsli CTodits hare aUo been KmetiotiMl in faronr of 2 
Additional t'«ntral ftanb: in tho Punjab for which fignivs arc 
rot avatlablc. 


135. Advarrees arc obtained fr-om Joint Stock Banks at rrroder-ate rates of 

jdre^ee^ he Joint Sfoci Banks. urtcr-est either- in the form of loans or more 

freqireutly of cash credits. The total 
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Proritic**. 

Total 

ca^li 

NtimlfTr 
of ca»h 
criilitM 

I Ainotint 
drawn* 

JfOntlt. 


•^aucthmf'd Miictioncii 

! 


3Iudrn« 

i 

" 1 


30,OV> 

Bcnpl 


t 

* i 

5.69,037 

.*• 

Bihar and 

7/W £ 1 


... 

United Proriuc* • 


b 



Pnnja!* ... ^ 

I.W/J'*'! 

1 

CC.CS*) 

... 

Total 


IB 

8,63.01'! 



stuns actually so advanced in I he sovoi-al x>i'ovinc(.*§.on .Tanuaiy Ist, ]{)]o, ivere 

as shown in the niaigin. ‘ TI.ese advances 
are usually made on tlte j)io-notes or 
bonds ol‘ sociefiris wilhoiit juj-tJiei- security 
and can he recalled eillier on demand oi* 
on a or 0 months’ notice. TJiey may also 
usually he rejjaid at Avill hy Cenftal Hanks 
accoi-ding to their convenience. Jt Avould 
be more .^alislaclojy if cash credit aeeom- 
T" ^ongci- jKriwh were obtain- 

1 .M btit we i‘(;cognisc the difiiciilty of 

arianging for the.ec e.speeially in the* ease 
of credits for fluid resom-ce. As in iJie case of Presidency Panics w<‘ look 
on such cash credits as are given by banks of assured position as constitut- 
ing legitimate fluid re.sourec. Pefore granting loans it is usual for Joint 
Stock Banks to e.vauiine the balance .sheet of the applicant Central Hank, the 
auditor’s note, and any other ])apeis it produces, and to refei- to the PiCLnstrar. 
In one Province we found Ccnti-al Banks negotiating dii-ect foi* advance.-T ^vitli- 
out the intcjTcnfion of the Ptegistrar, while in otheis tlie Joint Stock Banks 
relied mainly on his recoJiimendalion and made little or no fiiiilier eiujuin*. 
The best course seems to us to lie between these two extrejnes. Ii i.s advisable 
that the Picgistrar .should introduce Central Banks to Joint ^tock Bank.s, aatl 
it is his duty to furnish the latter with any e.vplanalion or infonnation that 
they may rccpiire, pointing out clearly that neither he nor fJoveintnent are 
responsible for the Central Bank. Joint Stock Banks should not be led to "lant 
advances on any e.vpeclafion of Government sux)])ort, but should be induced 
to e.vamine the work and financial position of Central Bank.s foi- themseives 
and to understand ihe safe-guards of the movement and the relation of Cent ml 
Banks to the whole system. The more Joint Stock Bank's study and e.vamine 
the movement, the more will they be able to appreciate the value of the secui-itv 
offered. The Ptegisti-ar, besides acting as the introducer of Cenii-al Bajiks call 
assist .Joint Stock Bank.s by ascertaining for them in advance the probable need.s 
of aU Central Bank.s which look to them for loans and thereby enable them to 
make comprehensive an-angements for financing the Central Banks without 
suffering the inconvenience of intermittent and ii jegulaj- aiiplications. 


136. Loans from one Ccnt.ral Bank to anothei- may be made with the 

j y /■> j ■ 7 7 , f . ,r sanction of the Beiristrar. and where there 
Loans from one Cenlral Bank lo anothvr. . ° 

IS no 1 rovincjal Bank, such loans eons= 


titutc the only means by which Central Banks can properly utilize their surifius 
funds for the general good of the movement. The .system of inter- Central Bank 
lending is uneconomical and inconvenient and leads to the interlocking of liabilit- 
ies. On the establLshment of a Provincial Bank, all direct inter-lending among 
Central Banks should be brought to a clo.'ie, and the Provincial Bank should 
be used by them as a balancing centre for this puipose and as the medium 
for advances from Presidency -or Joint Stock Banks. 


137. We have been urged fium several quarters to recommend Central 
Debentures. Banks to issue debentures in order that 

they may obtain funds which cannot be 
withdrawn for a long period and we find tliat certain Central Banics are already 
obtaining pai-t of them capital in tliis way. Li the United Provinces for instance 
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several Central Banks have rceeivcil non-transferahlc adranecs from the puhlic 
n-hiehare fixed for 5 years, and n-hieh. tliougli kuoiviias debentures, arc scarcely 
distingnishable from' deposUs In Assam debentures are found Avhicli arc 
transferable and repayable after 5 years, but for the redemption t)f ivhich no 
sinkins: fund is provided. In neither ease are llie debentures secured on real 
in’operW of any sort. The advantage of a genuine debenlure as comj)arcd ivith 
a lon 2 :.-tcriu deposit is that it is negotiable, but. the oi-dinary investor is usually 
under the impression that trausferabh' debentures, ev(m -when they am not secured 
on real properly, have a prior lien on the assets over deposits, and ive fear there- 
fore that the issue of debentures ^YOnld have the elYect of checking the inlloiv of 
deposits. Outside the rresidency towns the dc'bentnn? system is ])ractieally un- 
known in India and we understand that debentures are in fact, very seldom if ever 
issued in this country by any institution Avhieh does not hold tangible property 
as security for them and which itself also accepts di*posits. .ludging from the 
rates at ivhich secured debentures are issuetl by J’ort 'frusts and similar bodies, 
Ave doubt if the nnsecm*ed debentures of Co-o])erative Banks could be Jloalcd 
in any considerable number except, at unproiltably high rates. On the uhole 
Ave believe that Central Banks can best attain their object by laying themselves 
out to attract long term deposits. Both the lending public and the banli.s them- 
selves are Avell acquainted Anth the deposit system and can Avork it Avithout 
diffi-culty. IVe do not (heroforo recommend any ih'parture from this system 
except in very special circumstances. If indeml nrrangenients can be made 
for securing debentures on land (as has been pro])t)st‘d in the ease of one 
Central Bank in Berar) and if a regular sinking fund is constituted, the po.sition 
is made clear, and so far from diseouraging a systetn cd’ ibis cbaincter u'c con- 
■sider that it alVords an excellent method of securing money for the liquidation of 
old debts and for tbo redemption of mortgages in places Avliere the law of land 
transfer offers no impediment to the alienation of land. 

Frojjorlion of Cnpilal owned by Cp7ilral Bnnl-R. 

13S. The iiroportion of the paid up share capital and rcseiwc fund to the 

total liabilities in the Central Banks of 
the A'arious ProA'incas is as shoAvn in the 
margin. The corresponding lignre for the 
IS chief Joint Stock Banks in India is 
13-9 j)cv cent; that for eight leading chief 
Joint Stock Banks in England is 7-6 2 Jer 
cent. In the interest of dcpositoi’s Ave con- 
sider that the paid up share caintal 
and resei-A’C should in ordinary circum- 
stances he maintained at a figm-e not less than 12 1 per cent of the total 
liabilities. 



rcrecutagc ol paid 
tip share 

capital and reserre 
fnud on lutul 
liabilities. 

M&dm .«« 

PS 

Bombav ,,, ... 

251 


12*5 

Bibar and OtUsa 

1«*7 

United Provinces ... 

Iti'S 

Bnn5«''^> ... 

I'VO 

Banna ... 

12‘0 

•Central pTOvinccs 

10*6 

ABsam 

17'1 

Ajmc; 

170 

To/u? Inilin 

U'B 


ExtPLOX^IEXT OE CAPITAIi. 

Jjoaits to affiliated societies, 

13D. Owing iiartly to the mistaken ideas AvithAvhich some Central Banks 

Li>r,mtoind!viMsdeprcM. ^vere stai-ted and partly to the fact that 

several of these banks have dci-cloped out 
of ordinaiy urban credit societies, it is in some cases customary for them to 
:grant advances to indiA-idual shareholders, Avhere they exist, as avcU as to 
-affiliated societies. In most banks this practice is being graduallv abandoned 

30 
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mid B’c tliiiik rin'lillv .so. Wliovcvcr it is found csseulial tlial; individual inoni- 

O t 

licvs should he cnahled to talcc loans, avc .should pvei'er that a sejiai’ate urban 
bank .should he fonned to meet their needs ; hut in cases B’hove iliis is found 
impracticable, ^Y(i Avould recommend tha,fc a bycla^v .should be introduced Avith the 
object of gradually restricting the practice. In our opinion it' is no part of, 
the business of a Cenli-al ]3ank to grant loans to indiAnduals. The object of 
the admission of the individual .shareholder should be to secure his heljxind it 
is not intended that he .should borroAV funds or approiiriatc cajiilal intended to 
suiiport primary societies. 

T\’i‘ may obserA’e that under the conditions jirevailing in India it is inadids- 
able for Central Banhs to undci-take any outside banking Avork and they should 
coniine themselves to tiuaucing primary .societies and serving as their balancing 
centre. In Europe, it, is true that outside business is undertaken both as a 
conA’cnience to members and in order to increase the lurn-OA’’er, but Avith the 
agency at our <lisposal in India and at the present stage of dcA'clopment among 
tlie people Ave Avould discountenance any atlemjit on the jiart of Central .Hanks 
to seek protit by means of inA'estments, discounting bills, or other methods of 
ordinary bankers. 


140. ^yo have noted in paiagrajih 110 that the number of .shares held by 

a society in a Central Hank should bo 
The nym.siiii:iit of the iwh! ot eoete- pi-oporlioualc lo the loans received by it. 
heshi/Ceiitrnl JSauhs By this Avc do not mean that by jueroly 

increasing its .shareholding .a society can indefinitely c.vtcnd its borroAving 
cajtacity. 'J’he extent to Avhich it may be financed by the Central Bank de])end.s 
on quite dilVerent and independent considerations. As Ave said in speaking of 
])rimary .societies the basic .security is personal and depends on mutual knoAV- 
ledge and mutiud re.sponsiIjilify. At the .same time, in asses.sing a .society’s 
credit th(;rc ai-o other f.-iciors AvJiich a Central Bank must not oA’erlook. The 
data on Avhicli a primai-.v sociery fixes the ju.axijiiuju normal ci’edit of each of 
its members and the reasoiiablnne.ss of the total bori'OAving ])OAver fi.Ved by the 
society for Itself .should l)u carefully re-examined and tested by the Union, or 
if there is uo Union, hv the .sralf of the Central Bank ; and thc.se data .should 
after vcrilication .>crve as tnc basis of the credit ])crmi.s.sible to the .society. It 
is then for tlie J3ank to decide, after eon.sidcring the needs of the .society, and, the 
funds at its disj)osal, at Avhal figure to assess the actual credit of the society for 
the year, 'I’he as.se.ssment of credit to Avhich Ave refer Avould be an a.sse.ssment 
of the total horroAving poAver of a .society, and, as far as the Central Bank is 
couecTiied, Avoidd be reduced by :uiy amount received by the .society in the 
form of deposits or loans from ether .source.s. 


l-U. In assessing the credit of ;i .society the dcgi'ce to Avhich the 

.society as a Avhole Jia.s dcA'elojjcd its 
eo-oper.-diA’-e (Hiij.-icitics Jind tlie .sensi* of 
mutual obligation iiniong its members Is 
of the most vital ci.nsideration'!. As a cheek on this basis of asse.^.sment andas.a 
su[)plem<>nt to it aaIici-c tJie co-opcraliA'e faculties are still dcticicnt dal;i are 


The vahutllov nt ilheit for Ihe 

aiiSryiiTi’iit . 


required to indicate (1) the viduc of the movable and immovable projiciiy owned 
by the members of !i society, and (2) the earning tmd .saving cajiticity of each 
member of a society. Eor tliese ]nir|>o.'ies a valmition .slalc nunt should be 
prepan.d, showing firstly the estimated A'alue of the jirojicrly of e.-ich 
member, laiown in Xorthei-n India jis his “liaisiyal,” bicluding the 
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luarlv-ot valiTO of liis land, cavis and «'ai(l(*, and, if of ajjjm'cialdc value, liis 
house and cliattid iirojn'riy ; ai d st'cnndly. lla* avcTajra net. ]‘n(?oinc f)f caoli 
inomhor. as indieaU'd hy his venl. or calrnlat ions of liis nrcii)l.s and expendi- 
ture, duo alUwamr heini: made j'or the incidenec ol’ had years and the misfor- 
tunes to uhieh anrieuliure is e‘\ posed. 'file tii-sf part of the sfatemenf, uouhl 
serve to show the material seeurity for any loan A\liieh midif. he advaneed. and 
the seeond ])art the eajiaeity of the memhei-s of the society to repay. These state- 
ments should not he prejiareil in minu'e d<‘tail, hut should show the treneral 
jiosition of t'aeh memher ajiprovimately ::s known to the otJier memhei-s. AVliere 
a I’ni(.n is in exisunee. this information should In* sujiplemeuled liy the 
iudiiuunt oftliernim !:■ iieral meetimr. and wlmre there is no Tnioji. the 
CenliJil Hank must rely on its <»\mi local experimee amplified hy tlie enquiries 
of its sUjiervisiliLr stall’. The spi-eifie d:ita eoiitaineil in the v;ilu;ilion statements 
will he dtily e( ii'^idered hy the { ’cntral Hank in liithf «if stieh ^eiionil inform- 
ation as it may possfs- r. L'ar<iini; tin* eemKimie enmliiion^ i,f the area eoneerned. 
and the "eneral resul’s uill n e a** a '.ruitie to eh ’ek Mi<di esn'm.’ites as the Ikinlc 
may have fraimd on iis knowledge of the irnsluorlliini «.s. self-reliance, intelli- 
irenee and mutu.'d "oo Iw ill of the mi‘mher>.. The monil factors jire jmt f»f 
eourse suseeptihlc of e\!ie: < '•liie.atiou. hut in sonu' ways tlay e;in he more 
easily "aimed in eonneet ion w i ill a soeli'ly ih.nii in eomiectinn with imliridtial 
inemhers. and as a society uiows older, its n-eord .‘ilVonis a reliahle index of its 
moral worth. I laviiie: secured ;m esliuiateof tlietotal v.alueof the projierty covered 
hy a society's liahility !u.d of i lie uital net income of its memhers. jf is for the 
Committee' of till' (.’••nirtil Ihmk t«» decide ujion tin* maximum horrowinir 
power from all sotiiris. 'I'his constitutes tin* assc'ssment of the society's en'dir, 
wliieh to"eth< r with the «lata on which it is hasi'd sliould la* carefully revised 
every year. If these stsitements are carefully made, a jii'riodic comparison 
of the statements of the assets anil debts of a society will allbrd a valuahlc 
criterion of the results of eo-operaliun in the* society eoneerned. 

112. llereit may he well to note the e.s-.sential di.stinetion helween tlie Idnd 

, , of eredir rpeoirnisedliv a Co-operative Hank 

Msff'ii’eiil /intr (hjl'creiiliiifc/! /lO'!i ilmt , . . . \ ^ tit 

and a .lomt .‘r-toek Jiank Jn hotli eases 

of Jntni Sloe,, i oiiLf. material assets of tlie horrower and 

liisramual inecmi' l(im the .suh.,(el (.f (-mpiiiy and in holh liis general eliaracter 
is a relevant, eireumstanee. Hut w liereas Joint Stock Banks look mainly to the 
former consideration. Co-operative Banks pay more attention to tlie latter. 
Joint Stock Banks are ih'aling willi imliriduals or isolated firms or institutions 
whose character they liave to aiqnaise, while the Co-oiierativc Central Banks 
arc dealing with societies each individual memher of which has presumably 
been selected on moral considerations and is amcnahle to the control of liis 
fellow inemhers. 

1-1.1. The rcsponsihilifi lor the jircparation of the valuation register should 
Voiiiion of liegistror wHh regard io iltc ns lar as Jiossililc hc undivided. Tl'here a 
assessment o/erei/if. L'nioii exists, it should rest with the Union 

and where tlicre is none, with the Central • 
Bank. It is no part of tho duty of the Begistrar or the Goveinmcnt staff to 
undertake this responsibility. At the same time, a general power must he 
reserved to the Begistrar wherehy he may control societies hy requiring tho 
reduction of tho credits allowed to themhy Central Banks for sjiecial reasons, 
such asw'ant of energy in seeking deposits, disobedience to instructions, and so 
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forth. This powei’ can he granted if necessary hy means of a rule or byelaw 
under section 30 of the Act, or if sectioii 29 (1) is taken as covering loans 
to member-societies, hy an order of the Registrar under (hat section. 

l-M. It is in accordance with custom and convenient to members if 

the hulk of loans to societies are con- 
Ttme for issue of Imns. • i i ^ i i j. i -r. , 

sidcred and sanctioned hy Central Banks 

at one or two main seasons of the year. At the same time, arrangements should 

he made to supply emergent loans Avhcnever they are wanted, and it is for . 

Central Banks hy delegation of poivcr to specific authoi'ities or otherwise to 

ensure that this is done. 

115. In applying for loans societies should stale the main objects for wliich 

, , , . . , they are required and the amount to he 

Aseertainmeut of objects of loans. n . i. i i i* t ttti i. 

allotted to each oliject. When the appli- 
cation comes through a guaranteeing Union, the Ccntiul Bank, if it has suffi- 
cient funds, would ordinarily accept (he opinion of the Union on this subject 
without further enquuy ; hut where its funds are insufficient to meet all the 
calls upon them, it may reasonably consider the purposes for which loans 
are required or may refer to the Union for advice as to Avhich objects may he 
regarded as less urgent than the rest. 

116. The extent to AvhicU a Central Bank is able to grant a loan 
for the period for which it is Ai^antcd ought to he regulated hy the periods for 

^ • Avhieh a Central Bank gets its deposits. In 

•' gi-anting loans, therefore, the Bank must 

ho in possession of data 
Percentages for the list four years of repayments shoAving Avhat repavments 

in each provin'C anni^fiUy on the Mai amount of 1 1 '*’ * 

loans outstanding at the end of the previous tear may 00 reasonably expected 

plus the amount advanced on loan in the course by primary societies from 

°^®mhers, and it must 

Province. 3010-11. lOll-lJ. 1912-13. 1013-14. KtelMt UUdcrStOOd that tllC Ijulk 

of (he repayments I’ealized 

1 2 3 4 6 0 hy societies from their mem- 

hers are to he passed on hy 
them at once to theh* Cen- 

Bomtay 388 300 . 

jjpagai 10-2 100 18-4 i4'9 15-1 _ Bank in reduction of 

Bihar ana Orissn... - «■» 22-3 28-4 27 0 tlieh loan UCCOUnt. ThC 

■nnited Provinces ... dl'O 49-4 data might at fil’St llC Un- 

cerfain and unreliable hut 

Burma ... B’® WS 208 20-5 21-1! „ , 

...MP-,-!..... .=■= »■. «■. expmenee 

200 91 31-4 is-7 10-3 should put (hc Bank in a 

Coorg •« "• •" "• satisfactory jiosition for es- 

timating repaying capacity. 
Total .-I 22-4 27-2 32-4 27-0 28 0 TllC actual pci’centage of 

loans recovered on loans 

outstanding for the last fom years in the vaiious ProA'inces is as shoAra in 
the margin. It is open to a Central Bank, if it AAdsIies to fix instalments of 
rejiayment, to do so after consulting the convenience of the hoiTOAAdng society; 
or if it prefers to avoid the account complications Avhich arise from the delays 
and postponements inlierent in the recovery of agricultural loans, it may Avithout 
fixing definite dates for rejiayment, sanction loans AA’hich are nominally 


'Bombay 

Bengal 

Bihar and Orissa 
TToited Provinces 


'Central Provinces. 
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TccovcvaWc at call. If the latter cottrsc is folloAvccl, the loan diffca's from a 
casli credit in that the society rairst make a fresli application for every fresh 
loan. In cither case the period of loans, express or implied, must he condi- 
tioned hy the period for vliich deposits are held, as 1 lie former, unlike the 
latter, is Avithin the control of the Central Bank. c 1 c^iet to find that the 
practice of many Central Banks is not in accord Avit.h this soimd pi-inciplc. 
Their tendency is to grant loans to societies for long tenns and to permit 
societies similarly to advance loans for long periods to tlieir uiemhers to suit 
their convenience. At tlic same time, they raise deposit capital as cheaply 
as possible on comparatively short terms, Avithont sufficient regard to their 
ability to repay it on maturity, hoping, Avhen the time comes, to .secure cither 
fresh deposits or rencAvals of existing deposits. The facttliat they hold the 
pro-notes of societies payable at call docs not justify this procedure, as it is clear 
that such debts cannot he called in AAithout placing the members of their 
afliliated societies in an impossible position. In correlatiug loans and deposits 
it is not in our opinion correct to count on the renewal oi! deposits. UcncAvals 
like new loans should, as noted in paragraph 130 above, be devoted piimaiily 
to the development of fresh business 

l-iT. The practice of giving cash credits to societies is still uncommon. 
They are found most frequently in Bxmna Avherc they are granted cither to 

a Union or to individual Societies recom- 
Cash er&Uls to S'Cte/tcs. ... i • , 

mended by a L mon. Scattered instances 

also occur in ^Madras, Bombay, the United Provinces, and Bengal, but the selec- 
tion of societies for the privilege of cash credits docs not seem to have followed any 
very clear principle. In om opinion a eash credit should only be given Avben 
the Central Bank has acquired data on which to estimate the normal needs of 
a societj’’ and the normal repayments of loans, and they should be given only to 
those societies Avhich are thoroughly well -managed and co-operative in character^ 
and Ave think that to such societies thev should be freclv and increasinsrlv siven 
as a mark of approval of their cxcellcnco. In more than one province Ave find 
societies divided at audit into four or more classes according to their degree of 
merit, and Avhere this good practice prevails we Avould recommend cash credits 
to aU societies in the highest classes, and to them only. "When a cash credit is 


opened in favour of a society the disbursing body whether a Central Bank or 
a Union can only maintain a very general control over the use of the money 
by means of inspection and threats of closing the account in case of misuse. 
But a society entitled to a cash credit is presumably to be trusted in the use 
of its funds, and in any case the cash credit should be granted subject to annual 
rencAval, in order that, if the privilege is abused or the accotmfc inadequately 
operated on, the Central Bank may have poAA'er to AvithdiUAv it. 


IJiS. Provided that a precise date is fixed on a definite system vrithin 
the society for individual memhei-s to repay their loajos, Ave * do not look 
■On the deter mmation hy Oentral Banks of precise dates for repavment 

Secnrili,/or loans to Societies. necessity, and as outside 

financmg agencies are more familiar with 
the nse of pro-notes than bonds, aa'g consider that the securitv reqnii’ed from 
societies should orcUuarily take the form of pro-notes. THs atc understand is 
the usual practice in most proAluces, It is not the custom of good Joint Stock 
Banks in this country to accept shai-es in their own Bank as seemity for 
loans, and as the shareholdings of piimaiy societies in Central Banks seiwe 
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ns cover to deposilr/rs in Cent nil Mimlc.s in ndditioii to Die rejinyiiienls expected 
from sxdelics, \vi* I'onsider tlinf, llie Niiiires Judd Jiy sotriidies slioidil not, l)i> 
neeirpted ns seenrity for loniis Inicen Jiy lliem. 'i’liis will of eoiirsi! 1)(« jnj im. 
pediment to the ndoption of the system elsewhere reeomnumded hy ns under 
•wlii<d) n S') did, y is oldlired to take sliares in a (Central .Hank in proportion to its 
horr/mines from tlie Centra) lianJv. JVor would it, liar (/'entral IJanlcs from 
ju'ceptim; at their own diseretion a deposit lield hy, fliem from a .so-iety ns 
se-nritv for n loan to that soi.di.'lv. 


] 10. The r.ales of interest ehnr^ed on loans to so;d(;ties mnsl on the one hand 
. . he jnateri.'illy lower than tho.se eliareed in 

Jiiti'rri’t OH loiiti^ h) fifirti'lt'S, , , . 

the hazar to persons ol the <da.ss Irom 
nhoni niemher.s of eo-ojicrative societies are drawn and yet ninst he snhstanlial 
enonudi to provide the lnr,i;e, mar|^in ne"e,ssnry for mrnnlnininf^' adciijiiate llnid re- 
source, hnildin^' npn r(;,s('rv(;, and meelinjt; field and olliee esinlilishment edinrc'es 
.and other expenses incident to the prop(;r Working" of tlu; .Hnnk. \Te tind it 
nsnni for Central Hanks to idiai'i^'e the same rate to all or most of their nflilinted 
Sot.deties and to make no variation in it whether tlu^ jieriods of loans are lon}^' or 
.short. Xodonlit it is siiii|der and more eonvenient to c|)tir<>e a uniform rate, hut 
we think it would often he Avise to f^rant preferential terms to societies ref^-arded 
as iirst elnss. So too ns regards the leiifith of loans, it is loc'ical to J•efJnlre that 
as loufi-terjii dejiosits carry heavier rates of inti’rest, the net-essary margin 
should he maintained hy eharpn''enlmneed lales on Ionf.'-terni loans, On the 
other ham!, the seenrity olVered for su'di loans may lut hotter and loiail eiistmn 
may he opposed to }iny smdi rule; and lhe.se fa'-iors should he taken into consi- 
deration. in view of thelemjttationsoll'eredtotheHank’sstalfhyiJieexist- 
eiu'c of dilfereiil rates as het wetai societies or as hetwe«;n particular Joans, ni; 
would in any etise retpiire that the variations should he ^ondnated within delinite 
limit'; and lixisl on a delinite system laid down hy the (/'enlivil Hank in eonsnit* 
iition uith the llecistrar 

J.'iti. M’i'have dealt iti ji;ir.‘e.rra|ih 1 1(5 .above with the ijnestion of the periods 
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tUity (if tlu' Coiilvul Bank to ns(.' all loiritima'.o jirossiiro lo ntco^'or its own dues. 
■\Vlii'n it lias oxliausted its own moans of ro-j)vory, and not until ilien, it may apjdy 
to till* ]’opistiar undor sccii<>n !’•(> of tin* ,Ai*t for an onqniiy, ainl if tlic enqiury 
slu.ns a cuum* to lio nti'essaiy. tlio lIoj;istiarmay jtroceed lo liquidate the 
defaulting siM’ii ty. The iincedun* laid donn in soi’tion dtJ is sjiocially jirovided 
to seive as an aUenialiv«* to civil litmaiion. ami niih (his jiowor in reserve we 
ran sie no jusiilieatii u for the in''iiiution of proo«*odinj:s hy a (.'entral ]Jank 
airair.st a society in the t’ivil ('(.nrt. .\t ihosaine time, ajiplieations foran en- 

quiry under section .'!ii should not ho i!*-od in order to hrimr olfo ial ]uessur.* to 
hear on soei«‘lies in jdaoo «it unotlivial ami whoii tho ajiplioations of ('entral 
Banks under this section are lotiud t«i have heeu ttnnoeessary, the ajiplicant 
should he fieely muleted in costs hy th • Ih*uisii;if. 

Jlt.'^errr /'I'i.d. 

iri2. 'Jheaetual amounts of ihoe\|^{ ini; ii si j\e fiind'-iu Central Banks and 
their relation toilair total liahilithv an* as sht..n in tin- mariiin. B'o have 

lit atiy dial! in j ara'juiph M ahoi i* ui:h 
tla* I '.istiui; Imal status of the reserve 
ium’v 111 reuistereil societies vrcnvi'allv. 
We have also pointed out lin para'rniph 
M’- the meanini: in uhi- h we employ the 
to! m and the manner in uhi' h it is dis- 
tiim'tdshtd from llui«l rcsourceand have, as 
leuards jirimary societies. sn*«'i;esled that, 
niven piiileetion in till* mtilter of lliiid re- 
source hy Central Banks, tlieir surplus 
as'cts should he tised in tile ordinary loan 
husine.'S. AVe have nc>w lo deal with the 
.suridusa.sselsand ihiid resonrees of Centml 
Banks and for tlie moment a.ssume that 

there is no I’rovineial Bank for them in 

turn to fall hack upon. It is of I't.uise an axii m tliat any hank taking- 
dejiosits nit st n ttinlti'n a ri seive i f easli or r< adily realixahle seeuriiics of 
adequate .size toivahle it to meet its depositor.*:, and we may dispose of the 
question as to limv the surplus assets of sneli a liank should he invested 
hy sayini; that, until sueh sur])lHs assets exceed t lie amount whieli sound 
policy requires the hank to keep fluid against needs of depositors, they should 
he invested in liquid seeurities and held as jiavt or, if sutricient, as the whole of 
the fluid rcsouree. When the surplus assets exceed the sum fixed as necessary to 
he kept liquid, the excess may he tiscd in the hank's own business. AVIieii 
on the other hand in a hank's early days the surplus assets are less than tlie 
amount required to he kept liquid, tho deficiency must obviously he made up 
and the only sources ficm which this can ho done arc share eajiital or dciiosits. 
The share capital and smifiiis assets provide a margin of safety to a hank's 
dejiositors for making good had debts in the event of liquidation. 

153. With regard to the maintenance of a certain proportion or amount 

of a soeietv's funds in a liquid form, the- 
Object and eburaefer of /laid Co-opeiative Societies Act silent. It 

docs indeed give jyow ev to i-ocai borein- 
ments or societies hy means of rules or byelaws to resmlat^ horrot^-ing of a 
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•sooiofy from non-mcmbciSj anil in sonis casas iDyclaws have boon mailo in 
neconlanco AA'ith sections 30 and 31 for restricting tlie anionnb n-jiLch may bo 
borron'cil by societies and thus indirectly limiting the amount of ilnid resource 
■wliich may bo required ; but beyond empon'oring societies to make byelaws of 
their own, no Local Government has made any rules on tbis subject, a.nd we 
have notfound in any byelaws, except perhaj)s in those of the Central Provinces, 
uny direct provision regarding the maintenance of ilnid resonreo in 
co-operative societies. In fact with a few cxceiitions it may be said that tlio 
necessity for the maintenance of such resource, even Avherc obviously essential 
to sound finance, has been disregarded. TIic object of tbc resonreo is 
to meet contractions of credit entailing the witlidraAvals of deposits at duo 
date and a failure to obtain new deposits, inasmuch as sucli contractions 
may ensue from agricultural calamities or trade difllcnltries involving low prices, 
they may be accompanied by failures of societies to reimy loans and a farther 
call may be made on a bank at sncli a time for financing the urgent reqairc- 
ments of its atrdiated societies. To meet these contingencies tlio bank must 
keep a fluid resource Avliich should consist of cash, oi* of investments in suoli 
•sound and readily saleable or plodgcjible securities as arc approved by tlic 
Registrar, or of t he undrawn portion of a reserve easli credit (see paragraph 133) 
wi^h a Pi’ovincial Bank or with a. .Joint. Stock or Pi-esideney Bank luoA’-idcd tliat 
there is a luoral cei'tainfy that sucli .Joint Stock or Presidency Bank Avill not 
withdrau' tJie accommodation Avithout adequate notice; and it Avonld be under- 
stood that tlic fluid resonreo Avould not be utilized except in time of financial 
dinicnlty. 


As regards the figure at w-bich this tluil resource should bo 
Cireiiw'i/ttvcc}i (tijfereni from //losf of fixed, AA'O have had some difliculty in 

Jouit 'stoch Banh, coming to a decision. Some of those 

AAdiom Ave have cousulted, would leivc the matter entirely to the discretion 
•of the societies. Others AA’Ould fix an empirical percentage on the total 
liabilities ns is not nncommnnly do.ae in Joint Scock Banks. It do-_‘8 
not si'cm advisable, howei'cr, to leaA'o an important matter of this kind to 
individual discretion, and unlike Joini Stock binks eo-operitii’e institutions 
liave no data of jiast experience on Avhich to Avork ont a suitable poi'oant.ago 
on the liabilities. It may be taken as a fairly goncival rule tint a aa’’o11 nnnagofl 
.Joint Stock Bank Avill distribute its funds .as follows 33J^ Cash 33% lui'cst- 
nicnls33% Loans. In the second item .aboA'e mentioned tbere Avill generally bo 
found securities of an easily rcalisablo nature and in the third item it may hold 
•• trade bills *’ AA-hich are ordinarily re-disconntable. Co-oporatlvo banks on 
tbe other hand must of necessity deal in sceurilics of a very ditferont 
nature ; their loans too are for much longer periods than thoso of .loint 
Stoek B:ink.s, and ropaymont may be aJfccted by a nufnber of forces not 
proseul. in joint stock banking. ^lor«’OA'cr, co-operative institutions bavo not 
in Ibcir ))rcscnt stage of dcvoloinncnl any agency to re-convert the “ jiapcr ” 
of their constituent societies, and the cxi.ctenco of a fundamontal defect of 
this character imposes upon them a graA'C disadvantage. Whereas commer- 
cial banks can, Avith eonndence, look upon a substantial proportion of the 
j'.aper securities they hold as tlic cijiiiA-alent of rc.ady money, Co-opcrati\'e 
hanks are coinpelled under present conditions In regard the ** papor ” of 
societies as repre.senling capital locked up, and for this reason they are forced, 
in order to provide fluid resource, to the unsatisfactory and uneconomical 
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csrcdicnt of \\iU\n\: wlwt is from Ihe oidintiry banking point of view an 
xuuwsonablv largo sum in cash or in giU-odgetl socuriiics. As slated 
above, .Toinl Stock Hanks aciopt, as a rub?, a percentage of tbo total deposits 
ns tbeir stamlard for fluia rootiroe, and it would of eo»u-s(; be possible to 
recommend tbo adoption of s->me sueb percentage, tbougb doubtless a considor- 
ablv bisber one. for Central Banks. A percentage, of this kind forms the 
easiest method of arriving at a working stan.lard of the (diaractcr rccinired, 
and sneb a method may idtimately be found suitable in this country, but. it. 
has the elTect of pcnal'iMUg the banks wlileb obtain the lon-est deposits 
and as wo have* above noted, there, is at. presi-nt nothing to guide ns 
in determining the pcrcentag*' wbieb should In* lixe.l. It is i«npos«iblc 
to arene from the percentage maintained fluid by doint Stock Banks 
owim: to the furtber fact that • stabli«,bcd doint Stock Banks an; in 
a ron\par.afivcly statit^ pOMtion. while Co-operative Banks an; new and will 
be for bnv.; in India in a condition of rapidly expanding business, in some 
cases donbliu" their turnover in year. The Diree'.ors too of (’o-ojifnilivc 
Banks are, eomnared with doinl St.>.*k Bankers, inexperienced. In conse- 
quence. if Co-o])erativo Banks are to ine.-l stieb e\jnnsi«>n they must be in 
a position to know bow imieb tbi'V can albe to it \vit\» due reiiavd to 
safe'v. "While tberefon* a doint S‘,o-k Bank can safelv pool il.s ineomings 
from all source*, and ns.' them to inee*. its varbnis outgoings, nnsider 
it necessary to formulate a definite policy for Co.oper.’itivi* Banks Jind to 
divide both incomings and nutu'oincH into two p-iri*— r. e., incomings to) from 
loan repayments, nbieli <'an be to .n large extent contrnlb'd, and (&) 
from new deposits and the renewals of o'.d deposits, which the Batxk catutot. 
control *, and outgoii\gs (e) of sums invest<-d in lu'W business, which 
again can bo controBcd, and (Ji) of sums ret)aid to depositors, which 
cannot be controlled, 'fbe repayments of loans should then go to rojiay- 
ments of dcpnsitois, and new business should l;e linnneed from now dcj)o*ils 
and from rcnco'als. Inasnmcb as agueidtiir.al condiliop.s are unstable 
and in a varying degree lead to temp »ravy failnrc to repay loans, Co- 
ojier.ativc Banks may at any time have to meet witbdr:i\val< of deposits 
without being enabled to do so fr.'.m loan repayments : .and to ensure their 
ability to do this they must obviously, as long as tb(;re is no machinery for 
.raising money on their airdiuted societies’ pro-notes by discount, maintain 
adequate fluid resources in cash or gilt-edged easily realisable securities. 


luo. After mature eonsuleralioir we think that it will bo best for a Central 
Stan'Uml of haff the maiimnu re'ivire- Bank in all eases to keep) iutbe form of 
wenfi/or a year stiffpenU-il. fluid vcsouvee a sum .sullieicnt to luect tlic 

laigcst possible demands which may be made on it in the coui’se of a certain 
pieriod of time corresponding to Ibc average period of a crisis, that is to say, that it 
•should be able to carry on its business and to meet the urgent needs of its atUliated 
societies during that period even if all the deposits falling due within that period 
were withdi-awn and no fresh deposits or repaymonls of loans were received. 
It is, of coui-sc, rceognizecl that the condition of alVaii-s tlms postnlatcd is one 
which can seldom occur, but in our present state of knowledge it is 
impossible even for an intelligent :^tanagcr to estimate with any degree of confi- 
dence the pr6p)ortion of depiosits likely to be renewed, the amount of fresh depjosits 
prohablc or the extent to which loans may be repaid, and in order to establish a 
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standard •wliicli ■will be safe, it is necessary to select a standard from which 
aU such elements of -uncertainty are eliminated. 

The period which the majority of us would suggest for adoption in Central 
Banks is that of half a year; that is to say, we should recommend that the banks 
should, apart from the needs of current and sa-nngs accounts with whicli we bave 
ah’eady dealt in paragraphs 127-8, maintain as fluid resources a sum suflicient 
to meet half the fixed deposits falling due dm-ing the ensuing year even if no 
fresh deposits were received and no repayments of loans made. Wc hare pre- 
ferred to suggest a standard based on lialf the deposits due in the next year 
rather than one based on all dej)osits due in the next half year, as there 
are banks in which the bulk of the deposits, cither by chance or by special 
.arrangement, fall due at one time of the year, and the adoption of the latter 
form of standard would lead to violent fluctuations in the amoiuit of resource 
maintained. 

We append a table prepared from a special return showing for the Central 
and Provincial Banks of each Province the required resources actually available 
on the 1st January last together with the sums wliich would be requii’ed if the 
■standard fixed was (i) the amount of fixed deposits due in six months ; (ii) half 
the fixed deposits due in one year, and (iii) one- third fhe total fixed deposits 
held in the bank. We have not in this statement taken into account, the 
•deposits of primary societies for which fluid resources would be kept by the 
•Central. Bank but, the sum involved imdcr this head would not be large except 
in the Punjab. 

Mgures for provincial and Central Panics comMned. 


Frovince. 

Total o{ all deposits (cxcinding 
genuine debentures) from non- 
members and members in an 
individual capacity. 

Amonutof such deposits n-hich 
fail due for repayment in the 
half-year 1st January to 1st 
<Tnly 1915, including current 
accounts. 

Onc-halC of the fixed deposits which 
fail duo for repayment in 1915 
and tho whole of current de- 
posits. 

One-third of tho toh-jl deposits 
of every kind excluding genuine 
debentures. 

Cash is hand 

IrlQUin JIESOUBCES 
ON' 1 st JaN'UABT 1915 
EXCtVmSO PEDEZrzOBE 
SINKING FUND. 

n 

si 

CM 

0 
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Including undrawn 
cash credits. 

K. 

^ .S3 
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1 

2 

a 

B 

6 

0 

7 
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3f-35 

14-49 

14-20 

12-45 

C-25 

3-OS 

62-19 

Bombay 

••• 


0-98 

4-97 

3-CO 

2-32 

•18 

•18 

18-14 

Bengal 

• •• 


2d'ti2 

6-41 

C-0-1 

7-87 

2-98 

2-14 

32-64 

Bihar and Oriisa 


••• 

10-46 

7-86 

4-13 

3-88 

3-22 

•29 

8-05 

United Provinces 

••• 


40-63 

11-21 

11-86 

13-64 

8*55 

7-09 

69-10 

Punjab ■ 

• •• 


23-38 

9-83 

9-C7 

7-79 

3-87 

1-37 

41-65 

Burma 


• •• 

23-82 

4-80 

4-CC 

7-94 

3-71 

2-88 

20-67 

Coatral Provinces 

• •• 


lh-92 

4-67 

4-98 

5-31 

10-29 

1-78 

38-17 

Assam 



1-60 

•24 

•66 

•60 

•17 

•17 

1-70 

Ajmer 


a*f 

0-78 

2-46 

2-50 

1-93 

2-10 

2-16 

7-60 


Total 


189-43 

09-82 

C2'19 

€3-63 

41^38 

21-11 

285-61 


We have also examined corresponding figui’es for a number of individual 
Central Banks in various parfs of India, and the results vaiy considei’ably 
according to local circumstances. 


As noted in paragraphs 133-5 above we would class as fluid resoui'ce 
all undrawn cash credits from outside banks, and in view of the xmceitainty 
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to sticli credits as well as o£ tlie absence of adequate data from 
^ast experience we advocate the adoption for tbe present of a standard wbicb 
n-ill saci-ifice economy in tbe interests of perfect safety. If a bank is 
perfectly seeme on a half-year basis it will really be secure in practice for 
a much louder term, as the actual conditions must necessarily be more 
favourable to .it than those formulated in the calculation of the standard. 


15G. We have suggested elsewhere (paragraph 130) that the policy of a 


Oceasious on jchieh Jlnid resoiiycc 
should be ulitised. 


Centin-l Bank should be to anunge to 
re-pay deposits from the repayments 


loans and only to develop new loan business from new deposits and of 
from the renewals of old ones. When it becomes evident that societies 
■will be imable to make normal repayments of loans, a bank should 
•apply its new deposits to meeting withdrawals of those that mature. It 
would of com'se at the same time follow a very cautious policy in the 
■fiT>n:nwT\^ of uew societics and in making fresh loans to old ones. If and 
when loan repayments and new deposits finally cease, it must fall back 
on its fluid resomces to meet withdrawals of deposits and to provide 
•such help to societies as seems imperative. 


157. In oiu‘ remarks above w'c hare dealt for the most part with Central 
llelaUons of Central Banh as regards ®anks as a separate entity, apart fi'om 


fluid resoiirei’s to primarg societies 
and Provincial Banh. 


their obligations to primary societies to 
which we have referred in iraragraph 82 
above and ax)art from the obligations of Provincial to Central Banks. As 
regards the former it will suffice here to say that we look to the Central Bank to 
arrange with its societies to secure their deposits either recouping itself by the 
interest it cliarges on loans or by charging a special commission. A Central 
Bank must accordingly have a sufficient fluid resoiu'ce to meet "the demands 
-of its o-wn depositors and of the depositors of the societies which are affiliated 
to it and have entered into arrangements with it as well as the demands of 
•affiliated societies for mgent loans. Por this puipose Central Banks have their 
own fluid resoiu'ces to rely on and any cash credit which they may be able to 
secure from a commercial Bank or a Provincial Bank, where such exists. 


158. It has been urged before us that it is more important for Central 

Jetton to be taken, 

than to provide for a fluid resource at any 
rate in their early days, but we are unable to accept this view and we hold 
that Central Banks should work on soiuid lines from the beginning. We fiflly 
recogmse that the requirements which wo have above laid down, especially in 
• so far as they entail the maintenance of a fluid rcsoiu'ce sufficient to meet 
half the deposits for the ensuing year, involve considerable changes in the 
administration of Central Banks, as in the absence of arraugemonts for redis- 
•countmg 'the pro-notes of the movement, these will in many cases he forced to 
raise the margin of interest between their boianwings and lendings and ivill need at 
"the same time to obtain deposits on longer terms than is now customary, but 
we consider that it is avcU to undertake the sacrifices required by such changes 
at the present stage of development rather than to defer them to a time when the 
•contraction of margins will render them more difficult. Wo do not 
".propose that the Central Banks while huilduig up their fluid resource wwad thoic • 

I '4* 
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siirj)ltis a'«?ets should deprire their shai‘choldci*s of .a reasonable dividend, hut 
it '^vill he iiccessaiy for them to face the fact that until they have met the 
requirements 'vve have above recommended, they cannot command full' confidence, 

and a steadv efibrt should he made to reach the standard recommended hv tis. 

• « 

The standard of resource should he subject to readjustment quarterly and 
the i)romcss made by the various banks in mcetmg the suggested require- 
ments can be checked by the iierusal of the quarterly statements ■which u'e 
liave ivcommcndcd in jiaragraph 105 belo'w. 


St:per/!uotis Funds, 


Sitperjlttous Fluids. 

151). I’lie question of the profitable utilization of superfluous funds is 

not yet very jn-cssing hut may become so 
later on. lYherevcr the question is one 
of substantial im 2 )ortanec, it may be presumed that a Provincial Bank has been 
or will shortly be constituted, and it •\nll suflicc in this i)lacc to say that when 
Centi-al Banks find themselves in 2 )ossession of su 2 icrlluous money they should 
make a regular 2 n*acticc of 2 iassing it on for do 2 )osit to the Provincial Bank. IVe 
shall deal later with the relation of the Provincial Bank to such fimds as they 
themselves may hold in excess of requirements. 


Fipisiou of Frojifs. 


1(50. IVe have foimd cases where Central Banks have shown large net 2’i’0‘ 

fits and consequent! V declared high divi- 

In(rre.<t f'iriitd litl U'll paid, i i i i • * 

dends by reckoning as 2 >rolits considerable 
.sums of interest due from societies but not yet 2 >aid, In cases where the 
accrued interest is overdue and has not been jiaid by t lie debtor society, we 
have no doubt that this practice is wrong. 'Wliere, however, the interest has 
been <-anie<l but is not yet due for jmyment (as for instance in cases ivlicre it is 
pavable at the end of a y<*ar of wbieb only !) months bad run at the time wlien 
the balan-e-sbeet was ]irepared) the jiropriety of the iiraetiee is less open to 
questinn. In .loint Stock Banks such eanied interest is, wc believe, usually 
counted a^ jirotit, 2 inivided that it is fully secured. But in the case of Central 
Bank*;. S(K*ietie> might <-oneeivably default in the 2 )ayment of interest yi'ar after 
year and in su<-b eases it would be wrong tolivat interest eained as available for 
divbb'ud. It i*; in our opinion es.senlial to show .‘;epar.'it ely in the Profit and 
!.os< Statement for the information of sbarcbolders the items interest {a) 
du" and re.'div.-d, and (fi) interest earned but not due. .Similar information 
sliould of . our.-o b- fnrnislied on (be otbrn- side of the statement as regards 
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to Rescn'c, the provision of sucli an additional fund is desirable. But -vve 
■would emphasize the faet tliat tlie allotment of 25 per cent of the profits to 
Eeserve represents the legal miaimum only, and if a substantial amount in 
excess of this minimum is placed to Reseiwe c“eiy year it would generally 
Be mmecessary to make any separate iirovision excejit for such had debts as are 
rcaUr in sight. 

TTith regard to Buildiug Bunds wc may note that in most i)laces we have 
found the offices of Central Banks rather humbly housed, usually in rented 
premises, and that in order to provide new buildings of a suitable character a 
separate building fund is not infrequently in com-se of formation. TTe recognise 
that the possession of a good office building is not only a convenience but also a 
good advertisement for a Bank ; but such a building should not be too expensive 
or pretentious ; and in any case it is well not to devote any part of the profits 
•to a building fund until substantial pz*ogress has been made in providing a 
fluid resoiuce. TTc would add that in cases where a bank’s office is intended to 
serve also as an agricultiunl depjot or for some cognate object, Government 
or Local Funds may s;iitably make a contribution towards its cost. 


Audit and Siipercision. 


AsJtt of Central Bank ^ 


1G2. In dealing with Primary Societies we noted that audit included certain 

fimetions beyond the mere examination 
and verification of the accoimt books, 
nnl we advocated that all Primary Societies should be subject to a tlneefold 
examination classified by us as (a) the actual audit of the accoimts, (i) addi- 
tional enquh'ies referred to in paragraph 91, and (<?) the super-osion of societies 
by a special supervisory statf. dVe believe that it is equally necessaiy to apply 
these tlu-ee processes to Central Banks, but that in their case the processes 
{a) and (b) can be usefully carried out by separate agencies. Provided that the 
second and rhu'd processes are effectively i)ertbrmed by the Eegistrar and his 
•staff, it is open to the Registrar to entrust the fii-st to one of the Government 
•staff or to some outside asreney, such as that of Incorporated or Chartered 
Accountants specially authorised on this behalf. In the case of larger Banks 
the audit of the accounts involves much labom- and takes much time and there 
■are sometimes advantages in employing outside agencies both to improve the 
•system of book-keepina: and to satisfy the outside public But as a rule outside 
agencies are more expensive than a Government staff and owing lO their lack 
of special knowledtre of co-operative banking equally efficient. 

dHiatever svrtem be adopted, Ave are clearly of opinion that Central Banks 

should bear the expense of their own audit and arrangements should be made 

tethe pavmeilt thereof in each ^7 be loeeJJ- eonyenient The 

an® note and anv orders rrhieli the E^tmr mev t]^ St to sssne on them 
-shonldof eonme be comnnmieated to the Bant. Ve yould nore-as 

tre have found that this obvious dutvbns been m some phem rgnoren-ttat 

if teets bnve been pledged against a loan or cash credit the fact masi be olearlv 
•stated in the balance sheet. 

. I. 1 the examinatioii of Banks, as apart from the 

163. As indica s' - a-adit of acco-ants, and the supervision of 


Snfirritioa oj 

-Reristrar and his sia 


fCe^tnl 3a Ar. 


Uieir work forms part of the duties of the 
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CHAPTER IV. 

PROVINCIAL BANKS. 


The present position. 

1 66. Vc liarc already expressed the view that the co-operatiA'e edifice 
for a batii at the apex iu in each ijvovince should ordinarily consist 
each Proriiice. of primary societies federated into Unions 

■when local conditions penult of the introduction of the Union system, and 
that these primary soi ielies, whether federated into Unions or not, should be 
financed and supervised by Central Banks covering an area and serring 
a number of .*!0cieiie3 which arc not too large to permit of efficient 
supervision and are yet sufficiently large to enable the bank to employ a 
reasonable amount of worbing capital. The extent of the supervisory duties 
of the Central Bank would of coiu’sc vary according to the existence dr non- 
existence in the province of a Union system and the efficiency of that system 
when it existed. Although this edifice affords adeqviate additional assistance 
to the Registrar iu the matter of supervision and audit of primary societies, 
it is by no means complete as regards finance. In the absence of an apex 
controlling institution Central Banks have to make such arrangements as they 
can, either by circularhing each other or tbvongh the Piegistrar, to lend out 
their surplus funds or to borrow to meet their needs. This system is ineffici- 
ent and uneconomical when the work is done by the Central Banks themselves 
and, if it is carried out by the Registrar, entails a substantial addition to his 
already onerous- duties. Aloreover uncontrolled interlending among Central 
Banks involTes an interlocking of liabilities which may weR lead to trouble. 
In some provinces too the Central Banks are unable unaided to secure locally 
sufficient funds to meet their needs, and th^e can best be provided by a bank 
capable of attracting deposits from the richer urban classes and more suitably 
equipped to serve as a channel between the co-operative movement and Presi- 
dency or Joint Stock Banks. It is therefore in our opinion necessary to 
provide in each of the major pro-vinces an apex bank which will cc-ordinate 
andcontrolthe -working of Central Banks, forecast and arrange for the pro- 
vincial requirements as a whole, and he the financial co-operative centre of the 
provioee. 

An apex bank of this nature should have as its express object the direction 
of provincial finance by the control and support of Central Banks. Central 
Banks should he prohibited from dealing with each other or with Presidency 
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is not in a p.a.'iitioii to cv*-r.;i“‘ any ojotf *! nvnr tir- -r Ijirsf.i, A-, a of 

fact, ?!4tlis of its I'l'ins, M'Jiicit an* .-iiipr ‘‘y o'l’roiiif of tirf t /ta! I-nru 

in the Province, have h; “It m rh; to pr.Jii iry .at; 1 c^f^ in > *.v\v’hj 

f-aifi to he in chary.' of tier jlire^tfon of th*,* ji.Mvin''i'i! tinin : •, 'Hi' orc-'-rnifien'. 
j)'>'.ilion in th<* H'jmi):iv Pri''i;'l-'nev of t?i - it »rnhiV Hint: jv .io" t ) t'o'; 

f:»ct that .l", Ih" of the hnn'i to .'.nni*'!:'* in the Pc i'n:!'- • ii f.** h ■ oi nn I** hy it, 
hot the tiirc" (.'ontr.il Hink^ i.'i the Prni-ic • nr • in no oiel-r it -> >n. 

In Hnrnn, over ■'th" of tie* i'jiti-, t ) ■'on.'ti'--. hav*; t) ; -n ni ; Ic he th- Han!; of 
ilaniinlay, aii'-l tlial Hxnk aU) Mtpp )r;s -.‘h • t.vo C-ntm! Hank-, in th-' IV (vifc:*. 
In ]!ihrir and the Central I’rovin'"-* ProVioe'nl J’.xtjk.*"ci'* ar - c fa-’.itoted 
on tin; Jine< snyo^.^te.i at th ; end of th? preei-^ |.; ja-rr.'rtjih, ijtil ih-it in Hitur 
has only jii't hceii st.arivl, v/hil** thit in t'la C -atrsl IVoviec: ri i-, a» ve', on :i 
contji-irativcly snnU •'Oale. In no ot*e-r Pravinre i'- tii n--' any ir; itio * v/hiah 
attempts ij; any n'ay to follil ilio of an aoijv hmh. Ir:vi*',r of th.' f.art 

liiat tins Cenlnil Hanks of .M'l'lr.ih H *:nhiy .nri I .MiO'hl'iy rmii/i h ■ appr.j* 
jiri-itely rlealt with in the ch.tpt'-ron C>-ntral Hanks, v/e have e ;r.s:'h;r, il it hnttrr 
to (leal with them here, hut In view of the diver-" (tharact'-r of thC "' thro ? Hxnki 
and the small extent at j)reoent of tier f-'opiaf tha Pravineiil H:^n^•^ of Bihar 
and the Central Pr.avincos, wc do not think that any u-eful ptirpa-c will h* 
served hy ooncluaions drawn from an cv imina'.i »n of the frYistiny st'it.; of 
atTaii's in these Banks, It will he snnieient to yive itj their c:nn the same 
fijjmvs as regards tht-ir capit-il, its sntree, a-id cfnnl wni'.'at n-, have h.'^a 
gia'on in the case of Central Banks, and to deal generally wifti the 
subject of Provincial B'lnks, stating wluv* in oar ojdjiioaare t!ie main C'S.'ntiaU 
in the formation and working of such iMok-, 
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As regards share capital, only six societies in Bombay liave become sbare- 
])olders, though an opportunity was alVorded to them to subscribe to shares if they 
wished to do so. Tn Madras, all the shares are held by individuals, and sharehold- 
ing by societies is not contemplated in the byelaws. In the Genti'al Provinces, 
too, practically all the shareholdci’s are individuals, thou-rh some directors of 
Central Banks haj)pen to hold shares. In Burma and Bihar, the number of 
indindual shareholders is limited and the representatives of societies and Unions 
have a preponderating voting poAver both in the General Meeting and on the 
Directorate. 


HKPOS1T5, 
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The deposits in these banks consist, 
partly ol' sums received direct from indi- 
A'idual members or the public and partly 
of funds passed on by Central Banks and 
societies. The amounts actually held 
from each of those sources on January 1st, 
•1915 were as shown in the margin. 


The loans have hccji taken finm Presidency and Joint Stock Banks and 
represent the portion owed on 1st JanuaiT 1015 of cash credits Avliich these 
hanks have gi’auted. The Banks of Madras and Jlandalay and the Provincial 
Bank of Bihar have boon granted cash credits of 5, 1 and -I lakhs respect- 
ively by Presidency Banks, The Pinvincial Rank of the Central Provinces 
has been granted a cash credit of ten lakhs and the Bank of Mandalay one 
of tlui-ty thousand rupees by Joint Stock Banks. 


Tlie amount of liquid assets held by these banks is as follows : — 
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• Di’lcntni-e Sinkiug Fund. 


Future reqiiiremeiiis. 

169. As regards the type of Proviucial bank which we would recommend 
Suspesfed spiem. provinces where no such bank .exists 

and to which we would like to see the 
present leading institutions oouform in provinces where there are instiiutioas 
capable, if suitably modified, of taking up the position of Provincial Bank, 
we would preface our remarks by stating that in ovir opinion co-operative in- 
terests in Burma are adequately served by the existing arrangements 

St 
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If a Union .system on lines similar to tliose in Biu’jna could be introduced 
in Bombay, tlie Central Bank there could, like the Bank of Majidalay, sixitably 
be entru.sted uilh the direction of provincial linance, provided its constitutiou 
could be modified and reconciled to a greater degree with co-operative interests. 
In all the other provinces the co-operative edifice is constructed on a system 
of Central Banks and the same jirinciples apply to apex banks in all 
these provinces. U'e have dealt below with the points regarding such apex 
banks which seem to require special notice, and wc would premise that such 
banks should not be started on an extravagant or unnecessarily large scale. 
Their capital must of course be adequate to meet the needs of co-operative 
institutions and provide for expansion to meet their growing requirements, but 
it should not at first be so excessive as to lead to loans being forced on 
societies beyond their legitimate requirements in order to make the bank pay 
its Avay. 

It Avould in our opinion be a sound rule to insist that the share cajntal p/i/s 
the accumulated reserve fund shall form a fraction of not less than onc-fenth 
of the total fimds bonwed fjom outside, deposits fi-om members and member 
societies as well as from non-members being ineludcd under the latter head. 

170- It is in our opinion essential that eo-operative institutions should 

be reiwescntcd in ProA'incial Banks. It 
S/iare CapUol atxl class oj sharehoUers. ]^o■^vcvcr necossmy that they sbould 

fi’om the beginning be vested Avitli full 
control. Owhig to their (b'stancc fi*om the Provincial centre, they cannot 
conveniently send representath'es to attend every meeting. On the other hand, 
the individtial men of business, Avho take shares, usually live at or near hcad- 
quartoi-s, and arc therefore able to be pi-cscnt at meetings 3-cgularly. In addition 
to this they form csiiecially at first, a veiy impoitant clement in the Bank, 
as they bring to it.s management the nece.«;sary commercial skill and ability 
Antbout Avliieh it AAOuld be difficult to raise sufficient capital from the public. 
At the same lime, it is obA'ious that the relations of tlie ProA-incial Bank to 
its constituency must be carefully defined, for, AvJiatcA'cr system is adopted, 
no device can jjermancntly prevent tlie ultimate diA'crgonce of the interests 
of the indiA'iduals Avbo supply funds and the societies Avbich boiTOAV tlicm. 
Although tbei'clbrc in starting a Pi-OA'ineial Bank avc are not opposed to the con- 
cession of a j)repoiidera(ing influence to indiA'idual sbarcboldcrs, rcj)rescnting the 
luisiness element, Ave think that its constitution should ho so framed as to civc 
to adlliated eo-opemtivo institutions an opportunity at r.o distant date of 
.securing a majority of A’otes at the general meeting. 

171. 11 a Prnvinei.'il Bank is so constituted, it is avc tliink of coniparatiA'cly 
, . . small imj)ortance Avlietber fbo eo*opoi-ative 

!'(. liCi't-'.i/iri; Oil the -i ^ , .... . ,, 

’ element has a domiuatmg A'oiee on tbe 

])iiv*ctorato or not. The management of a 
Pi*oviiu’ial hank reqin‘ri“.s more exjiert knoAvledgo and experience than that of 
a ('<‘nt r.d Bank and it is pennis.sible, and often de.sirable, Ibal tlie management 
.slifiuld bi‘ mainly in tlii* bands of bnsme.ss men. fi’lie i-ejn-esentative.s of .societies 
an- s.-ldnm capable of taking an eHVefire part in tbe nianageinent of a Bank of 
tin"-' elas.;, Jtnt tbongb tbe detaib-«I administration need not be constantly 
oontndled by them, the ultimate deeisiinj. as exere.iscd at tbe gf-nend meeting, 
.sb'udd umb r tbe l>y<*lan.s n>r A\itli tbeni. and ulien lliey find lliat tbe IfireeJor.s 
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aw inisniaiiagiiig the Bank or exploiting co-operation foi* tlio advantage of the 
individual shai’cholders;. tlie representatives of co-operative institutions should 
he in a position to intervene imd to reconstitute the management. 


172. As in the case of Central Banks uc think that it is oi dinarily 

simpler to issue one class of shares only 
Gruiiicry unr j reft'p'ccr si.iin t. jj* makes it difficult to raise 

luf.nr Itufjxin.. adequate share capital, there is no ohjec- 

tion to allowing the shares issued to the ptihlic to he treated as j»referenee 
shaivs. The ohjt'ciions which we urged in the ca«e of Central Jkniks to 
attaching ivsorv»; liahility to preference shares held liy individtials ajjply with 
almost equal force in the cisc of I’liivineial Banks, and we would recommem-d 
that all such .‘^lum's shnuM he fully p,-iM tij». 'J'lie wane neees-ity docs not 
exist iu the case of share> held hy cn»ripera:ire irsjitu'iori'i It is h'^iJimafo 
to requin' «miy i ‘T ef their f:i<-e v;ilue to he p.-ud up. 'ihe numhej- of such 
cc»-i'pcr.ti:vc shares sl;uj!:*l in any ea^e h<* imlhnif'-d and ih'-:r "rovrtii ‘•l.ouM he 
stiaudr.’c; iy ir.si-tin:; <■:; t/.e o' projiartion-itf; to ho.’Tov.jjjes 
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Tve tliink that in other provinces deposits held at call, inclu ding deposits so 
held from Central Banks, should he covered hy fluid resources amounting to 
at least 73 per cent of their total amount. "We think, foiloAving the practice 
at present obtaining in Joint Stock Banks, and for the same reasons -as have 
ah'eady been given in the case of Central Banks, no j)rohibitions should he 
placed on the opening under proper irostrictions of a savings deposits department 
in a Provmcial Bank. 

173. Cash credits given by Presidency and Joint Stock Banks are exceed- 
ingly useful, but the terms on •winch they 
are enjoyed necessarily make them a rather 
uncertain resom’ce, and "we think that Provincial Banlcs "wliile taking cai’e to 
remain in touch -with outside financing agencies Avill he -well advised to avoid 
excessive reliance on this source of supply. Their efforts should he directed 
tou-ai-ds the gradual accumulation of local and outside deposits, and the 
accumulation of considerable surjjlus assets and good liquid securities, in order 
that dependence on outside agencies may he diminished. 

The extent to ■which an outside hank dealing A^dth a Provincial Bank 
should he authorised to examine its accounts, records, and general administra- 
tion should he determined hy the avrangements made separately in eacli case ; 
hut ordinarily thei-e should he no reason for discouraging such investigation. 


176. As regards fluid resource -we think that the same principles should be 
kept in ‘vie'v’ as have been laid do'wn in the ease of Central Banks except that it 

Avill suffice to ensure that the fluid resource 

I-hud liesoitre'i. , , ~ ^ j. 

should he sufficient m amount to cover 
one-thii-d only of the possible liahiHtiesof the Bank falling due in the course of 
the ensuing year. The standard adopted, is fixed on a slightly lower scale than 
in a Central' Bank, because the risks are spread over a -wider area and a larger 
number of institutions, thereby reducing the chance of sudden resort to the 
fluid resource from all quarters at once, and because the concentration of fluid 
resource in one hank and under one control makes it possible to do more -with 
the sum availahle. The liabilities include not only all demands against the 
Provincial Bank itself, hut also, in cases Avhere it undei-takes to provide cover 
for Centi-al Banks, the total possible demands within the period stated payable 
hv Central Banks, and their affiliated societies. In the absence of a Provincial 
B*ank it is the business of a Genti-al Bank to an-ange for its own fluid resource 
hut Avhere a Provincial Bank is availahle, it is also open to a Central Bank 
either to deposit its fluid resource Aiith it or to make arrangements ivith the 
Provincial Bank whereby that hank in return for being allowed to charge a 
commission or higher rate of interest undertakes to maintain sufficient flmd 
resource to cover the liahiHiies of the Central Bank. When a Central Bank 
maintains its oavu separate fluid resource, it is a matter of indifference whether it 
retains it in its own hands or places it in the keeping of the Provincial Bank, 
hut the latter com-se would iirohahly secm '2 that the money is handled in a 
luoie business-like way. la buying gilt-edged securities, to be reserved for the 
credit of a Centinl Bank, the Provincial -Bank Avould probably have less diffi- 
over the necessaiv formalities and might he in a xiosition to carry through 
The transaction more cheaply. When it goes fm-ther and undertakes the res- 
ponribiiity of providing fluid resom-ce to meet the needs of Central Banks, it can 
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l>v oonot'iilnitiiv' its rcstunros use tlnMn more elVoclivc'ly ami oeoaomically, 
tlevoUn.!; a lari;<‘ ])artiou of its availabl*' fumls to the su|»pt)rt. of a hank -when 
need avisos ainl ourlaiHuir li«o rosorve maintained ft)r more solidly silnatcd hanks. 
Thero is nndonhtod advantnixo. in c.m<olidatin^ a reserve of this kind in one 
place and Ave have little douhl. that, when 3’rovincial Banhs are finnly ostah- 
lislicd. it will he fonnd convenient, to eoneenlrate the Avhole fl»iid resource 
at the provincial ai»cx of the co*opt*rative sysletn. 

1T7. The juain hnsiness of a rrovinoial Hank should he to co-ordinate 

and control the linnnees of Central J3nnks, 
f /i!M i 7 t- ntili<in^ theirsurplu’^cs and supjdemcntin^ 

their defieieneies. and we think that, for the ]>resi;nt and for s nue time to eome, 
Pmvinciai Hanks should he forhidden to emhark it\ hu'-iuess t>utsidc the c(»- 
operative movoiueu* except, in so far as it may hi* found uec:^^sary to lend or 
deposit spare funds far short periods in outside institntiinis. As time iroes 
on, and the manaei'tnent of l’r»ivltu*ia' Hanks irains in experienee wlnle 
the margin on nhieh they work is ii*dnei-d, there may ari*.:* some, jnstification 
for mulertakini: eeiiend hankini: Ini'.in'-*.*- ; hut at the pri’‘-'*al. sta;.:o we think 
this iuadvis;\l)le. 


17''. The disposal of spare funds on short loatts t > ou>id'* institutions 
7, . 7 - /r thoui:h .'U pres.«nl of little account, is a 

Juattev of ureal pit**mial intporlauee. 
(joad interest eau he ohtained for money in Upper India. Homhay, ^[adra.s and 
(though for a shorti*r lerml in Hnrmu hetw.*en the months of tietoher and April 
or May, when then* is in normal vcatN a steady detnand for money for tltc 
movement, of crops and for the import, tr-ule. In Hengal. tin* e.mdilions of tin* 
jute tr.ule cans** the kecue.st denumd for money lu’lween duly and Octoher, hut 
clsewljere it. is in Uic winter that short loans c..an most pi-olUahly he male to 
concerns outside the co-ojicnitive movement, lli’paymcnts are made l)y societies 
williin the three months succeeding the v.arions harve.sts, and in con.scqucnee. 
Ccnti’al Hanks lend to have a ])h*thom of funds only towards the end of the 
season in wliich the lociil trade is ready to give high rales for money. Advan- 
tage, should therefore he taken of such variations as exist, in the periods of 
demand in the dilVcveiit provinees. As long as Co-operative Banks look to 
temporary investment of such funds in .loint Stock Hanks within the Province 
they will fail to get piofitahlc rates and their money will he less useful to the 
finding community. The maximum hcnciit to eo-operators and tradere will 
result Avheu inter-provincial hnsiness lias been so dovcloiied tliat. llie iilothoin in 


•one province can he lent to Joint Slock Banks in another at- the beginning of tlie 
active trade season to linnnee the movement of some ero)). The sums rciiaid 
by agrienltnral eo-opevalive societies arc often not required again for loans for 
2 or 3 months and the ability to obtain remunemtive rates on such sums 
for this period is an important factor in co-operative hanking. 


The question of inter-provincial lending is one tliat will certainly acquire 
more importance as the movement develops, hut such transactions are 
: subject to difficulties similar to those Avliick ordinarily prevent Joint Stock 
Banks from lending in areas where they have no hmnelics, and a Provincial 
Bank may legitimately he reluctant to sanction them, unless the horroAviug 
•hank has been long enough in existence to prove its worthiness of credit mid the 
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lending Ijank lias full opportunities of itself examining and vorifying tlie financial 
position of tlie borroTvcr. 

179. In the Provincial Bank, as in Central Banks, there should in our 

Audit and SupervUion of Frovhcial ^6 a separate audit of accounts 

Banks. as AveU as more general supervision and 

enquiry into its management, and this audit should he earned out hy a 
Chartered or Incorporated Accountant, authorised hy the B-egistrar. Tlie Bank 
•ivould he at liheity of course, if it -wished it, to .ai-range for a supplement- 
ary audit under its oivn auspices. In cither ease the -jvhole expense of the audit 
should he home hy it. The further duties of general supervision and enquhy 
■would appertain to the B-egistrar and his stafE, and would he carried out for the 
present at Government expense. 

180. The retruns required from a. ^.ovincial Bank would he the same 

Betnrns due from Provincial Banks. ^ and in foiTU as those required 

from Central Banks. It should he under- 
stood that copies of all retruns furiished hy Central Banlcs to the Begisti-ar 
should he sent to the Provincial Bank, in order to keep it acquainted with 
any changes that occiu* in their general iJosition, The Provincial Banic, like 
the Central Banlcs, should puhlish detailed annual accounts and a Balance- 
Sheet and should distribute copies to all shareholders and, if possible, to all 
depositors. 



CHAPTER V 
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Concessions. 


ISl. Certain special privileges have heen conferred on Co-operative 

Societies under the Act itself, -which arc 

first category may he inclnded the (somen'hat illnsoiy) prior claim to enforce 
recovery of certain dues (section 19), the exemption of the shares or interest 
of inemhers from attaolnncnt (section 21), the admission of certified copies- 
of accounts as evidence (section 26) and the exclusive use of the term 
“ Co-operative *’ (section I/). Under the latter fall certain exemptions from 
fees payable m connection with the Begistration and Stamp Acts and from 
income tax, granted hy notifications of the Government of India xmder section 
2S. We regal’d all these concessions as fair and reasonable, and the only 
suggestions we have to mate regai’cling them are («) that when the staff of 
Snh-Begistrars is remimcrated from the fees earned by them, the loss to them 
occasioned by the exemption of Co-operative Societies from Begistration fees 
should be made up to them from Government in order that they may not be 
reluctant to dispose of work brought by societies, and (6) that the exemption 
from stamp duty of the cheques of individual members haviag current 
accounts with Co-operative Banks does not appear to us necessary and the 
sum involved, though now insignificant, may some day rise to a figure which 
will make the reconsideration of the exemption ad-visable. 


1S2. Piu’thcr concessions of a departmental character are also enjoyed by 

. Co-operative Societies such as the use of 

eparinenta conee-nons. Bemittance Transfer Beceipts at par for 

remittances between societies and special facilities for the unthdrawal of funds 
fi’om the Post Office Savings Bank. The question of the remittance and custody 
of fimds is one that has been differently treated in different provinces, and we 
thmk that the gi’ant of reasonable facilities to Co-operative Societies and Banks 
imdcr these heads is a justifiable .and necessai’v concession. As regards 
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the ]?osfc Office Savings Bank Ave have already referi-cd in paragiapli 58 to 
■certain concessions cuiTcnfc in Bombay ■which we tliink might he extended 
•olsewliere. We may- also note tliat in view of tlie liigli commission -payable 
•fo}' the transmission of largo sums by money order, the Bcgistiar in Bombay 
has been permitted by the Local Government to make to societies at tlic end 
•of the year a i-efimd of 75 pci* cent of tlie amount actually disbursed by tlicm 
•as money order commission. 

Govornmenl Servants and District Officers. 

183. The general rules of Government I’cgiilating the conduct of 
Jijcuiing Jtnleis regarding pariicifaiion its servants in relation to Co-opcrative 
of Government Servante. Societies arc faiiiy clastic. In general 

any Goveinmont Servant may lake shai'cs or make deposits in a co-operative 
institution except in ease of (1) members of the Lidian Civil Service Avho 
may only do so outside their own 2 ) 1^^1100 and (2) members of the Pawincial 
and Subordinate Civil Sen-ices who may do so with s 2 )ccial permission but 
may be j)rccludcd from sci'ving in the district in which their investment 
has been made. Local Governments arc at liberty to modify these rules' 
and have in some instances availed themselves of this power. In Burma 
for instance any Government Servant may take sliarcs or make deposits in 
the Provincial Bank, and in ]\Iadras, the Central Pj'ovinccs and Bihar and 
‘Orissa, there arc no restrictions on investments oi* deposits in Central Banks 
ar the Provincial Bank. 

IS-Ji. Circumstances differ in different tracts and wc recognize that some 

Frinciple<> to be folloieed. divci-sity of practice should be permitted. 

Our general view is that if piwision is 
■made to minimize undue official influence, tlie movement should not be 
•deprived of tlie moral and financial su^ipoi’t which Government Servants 
give it. In Europe there arc few or no restrictions on the dealings of 
Govcimncnt Servants witli Co-ojjorativc Societies, and if precautions are 
taken to sec that all i)roccedings arc public and • that societies are thoroughly 
suiicrviscd, the need for sj)ccial restrictions is greatly diminished. Tested by 
these considerations the existing rules apiicar on the Avhole to be well dcHscd 
•and leave only a few iioints on which wc have suggestions to offer. 

Any restrictions which we advocate should of coui'sc ajiply only to Gov- 
•ermnont servants on the active list and in no case to any rethed officer of 
Government. 

185. Speaking firstly of deposits, wc would I'cmove all restrictions on 

(/) Ae regards deposits. PO'^’^r of any Government sei-vant 

to deijosit in a Provincial Bank. ]VJ em- 
bers of the Indian Civil Service should not be j)rohibited fi'om dcjjo- 
■siting in Central or Provincial Banks in their own Province xn-ovid- 
•ed that when transferred to a district in a Central Bank of which they 
hold such a dcjjosit they should report tlic circumstances to their official 
•.superior and withdraw the dcjjosit as soon as ox) 2 >ortunity offers. Similarly 
membei's of the Provincial and Subpi’dinatc Ch-il Services should hot, rve 
ihink, be required to obtain jiermission for dc 2 )o.siting in a Provincial Bank 
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or for (lopositing in nny Con»val IJank oiUsitU; ilioir onii district or otlier 
local aiva. 

ISO. As rccards incinla'rsliip and the Inking of slr.nvs in soci(‘.tics, vre 
, . would, ■while retaining the existing rules 

■i‘\ Af rcrarJs 

' ‘ extend generally to all GoA'crnnient ser- 

vants tht> power to tak«‘ shares or heeoine nieinhei's of non-agi’ienlt oral 
societies intended for Governiiu'nl servants only, as we think it advisable 
that the hiiihev grades of (lovc'rnnieui servants should not he debarred from 
support inir such soeieties and taking an avUve part in tlieir management. 
■\Vo would eKteud a sitnilar exempliou to all Government servants in 
n'spivt of any elass of non-agrictdiunil primary society of Avliich they 
an* otlK'vwise (inalilied to hecome luemhers. hut. would not allow memhers 
of the Indian Civil Service or I’rovincial <ir Suhnnlinate Civil Services to 
horrow money from sneh soideties. 

isT. With iviiavd lt> the parti-ipathm of C!ov(*rnment servants in the 
manairement of Societies and Hanks, n*f«avnee is sometinu's made to rule 1 I of 
the iieneval Gov»'vnmeut Servants C'oiulu-t Hides whielt forbids Government 

, servantslo undertake uifhoitt permission 

any employment oth<>r than their puhlic 
duties. But we think that tiie jiarl tak«m hy them in tiio management of Co- 
operative Soeieties should he determinetl hy special considerations rather than 
hy a eompreliensive dis(pialilieatinn of this kind. Wt* liave already for instance 
staled in para‘.;rapli oo tliat \\»> considered a t’dlaue Accountant often unsuit- 
nble for the p(»st of Sirreiary in an .\«:nVultural Society, hut saw no objection to 
the (Muployment. of a \ ilia'.;*' .Sdioolinaster if Ids own department consented. 
In some parts ol the country tfien' may he no objection to allowing either or 
both vtl these Village OtUeers to pavticipa<e in the manairomeut of a society, 
hut elsewiien.* (Hnieullii'.s have Itpi'u telt, aud we would leave the matter for 
local decision. Ollicoi-s of gaxetted rank are undi*r Xo. 13 of the Govern- 
ment Servants conduct rolr.s alloucd to [lartakc in the manaffoment of co- 
operative institutions if i]u«y obtain the general or special sanction of the 
Local tiovermuent. Our view as regards such Oflicers is that Avhatevcv orders 
may he i.ssued in re.s])eet of OH'ieers out.side the Indian, Provincial and 
Subordinate Civil Si*rvices. the gazetted ollicoi's of those services should. 
sul)joct to the exceptions suggested hy ns in paragrai)hs 186 aud 
190j he prohibited from accepting, without special permission, any post, 
lictlic lonoiaty or not, on the ^Ifanaging Committee or executive staff of 
any Co-operative Society or Bank. 

188. Tn their resolution of Aiwil 20 th, 190-1, the Govcvjnuent of India laid 
T/ie rehi/ton of Distnef OfUcers (o the doAi'u that while the immediate charge of 
morrmeuf. societies oncc started should devolve on the 

Begistvar. District Officers should help in initiating the movement, and after 
soeieties had been formed should give them then' active sympathy and support. 
In their resolution of 1911 again they pointed out in some detail'that Avhile it 
was no pave of the dut.y of a District OHieer to intervene in the internal adminis- 
ti-atiou of societies, it was important that he should recognise that they consti- 
tuted a now factor in the administration which could not be disregarded, and 
that it was his business to keep in the closest touch n-itb them, allo-wing them 
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.Deithei* to languish i'or "want of sympatliy or dovelop in imtlcsirahlo directions 
tlirough Avant of vigilaucc. A similar lino Avas taken by the Bengal G-overn- 
ment in a oii’cular issued in August 1011, in AA'hich it Avas stated that, Avliilc tlio 
•Collector should not inspect or control or personally oi’gjini'/iC societies, he sliould 
acquire knoAA'lcdgo of the inoA'cmont and CA'ince his AAullingness to lielji it 
foi'AA’ard, more particularly in such matters as the I’ccruitment of ITonorary 
Organizers The instructions tlms gii’cn as regards tlie general attitude of tlio 
District Oflieer to co-operation arc in oiu* opinion clear and consistent, and avo 
ventiu'c to express our entire agreement AA'ith tlicm. But thci’c has been some 
difficulty iu defining the precise action AAdiich tlio District Officer should take 
in order to conform Avith the policy they cxjircss. 

189. It lias been proposed from time to time that tlie Collector and his siih- 

Devoliitioii of poiven of Jtcgidmr on ordiuatc officers should 1)0 gh^en some of 
Collector not rrcoiimentled. the poAvers A'cstiiig under the Act 1)1 the Bo- 

gistrar, and this vicAA'so far as Bengalis concerned has )‘cceiA'ed the supjiort of the 
recent Committee on tlie District ./Vdministi'ation of t hat Presidoicy. That Com- 
mittee considered that Collectors in Bengal had been practically excluded from 
the scliemo of co-opcratiA'c admuiistmtion, and indicated its apprehension 
that tlie existing policy might lead to “ OA'cr-dcpartmcntalising in the cffoi't to 
de-officiali'/o '* We recognise the danger of alloAving societies to bo so exclusively 
nndci' departmental supervision as to place them outside the sphere of tlie 
Disti'ict Offiecr’s duties ; but avo venture Avith all I’cspcct for the opinion of 
of that Committee to hold that t he I’cmcdy does not lie in the devolution 
•of any of tlio poAvors of t.ho Begistrar on tlio Collector and his stall'. 
The duties imposed on tlio Begistrar by laAV are mainly of a technical 

•character and imsuited foi’ delegation to district officers Avlio arc burdoied 

Avith many other functions. A)iy officers, moreover, to Avhom such jioAvers 
arc delegated, must in the exercise of them be suboi'dinatc to tlio Begis- 
trar and Avould bo in the unsatisfactory posiiioii of sei'viug tivo masters. 

The I’csponsibility for the Begistrar’s duties should not he divided and avo avouUI 
•deprecate the delegation of any part of them to district officials. 

190. The Co-operative >Socictics Act empoAvers a Colleetoi’ to call on tlie 
lielatiou of District Officers to the Begistrar to make an enquiry into the 

management of Central Banks. condition of a society and entitles him to 

have access to all the books of a society and to call i’oi- any inCoi-mation )*egarding 
its Avorldng that he may require. No other dolbiitc fimctions hai-c been assigned 
to him by the Act, and the duties there allotted to him might be thought to be 
rather those of an inquisitor than of a friend. Ir, Avas suggested in the Bengal 
circular aboA'c alluded to tliat the Collcctoi’ might be placed cx-offioio on the 
Managing Committee of a Central Bimk in his Disti-ict and avc find tliat in 
actual practice the Collector and Sub-DiA'isional Officer often occupy such 
a position. In Madras, Bombay, the Central Pron'nccs, and Burma this 
arrangement docs not pi-cA-ail, but in the other Provmecs the Collector 
or Sub-Divisional Officer (Avhere one exists) is )iot infrequently found 
acting as chairman of a Central Bank Avith o)* Avithout a place on the 
iMimaging Committee, and avc liai'c bcoi )nuch impressed Avith the 
excellent cIVeet Avhich such a system lias had both in maintaining the 
efficiency of the Central Banks themsclA’cs and in brhiging District Officci'S 
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into lonob nilh llu’ movi’inont :nul tlic jii’ople. (.‘siicoially in tlioso parts 
of India nndov jua-inanont soltlomont in \vlii(di otlicr opj)t)rtnnilics for 
iViondlv inlcrconrso snv liinitoil. 11*11011, liowcvor, it. is oonlondod that a 
llistriot OlVu’or or Snh-Divisional OUic<‘r should always r.v-olJido ho chair- 
man or at least a mcjnhor of the Manairinj: (loininittoo of the Ci'iitral 
Banh at his hoadiiuarlor town, wo aro nnahlo t«) irivo such a jnopnsal 
oiir concurronoo. It may ho nrjrod that, the inovomont in India owes 
its oriirin ontindy to (Jovorninont and is oloarly ilopondont on Stal<‘ sn])j)ort, 
Imt ivo »;aiun»t lost* siirlit of the faoi lliat for its uHiniato mk'Coss we 
must look to indoiiondont olVorl. With the (Idloolor as ••hair- 

man or on the Board of Manauomoin, it is imjiossihlo md to apjm'hend 
ooi-asional apathy and occasional rashni-ss on his part, while his ])resence as an 
inti'irral ] art (if the mana^inir body may not infn'ijnently tend to ovi-rshadow 
the part taken in the a'lministrathm of iIm* Hank hy private individuals. 
We have, it is true, eome aiToss Itllle or no evidence In iirai’tlce of the defecds 
to which w.* have admilte 1 th:i' the nrran!i<’menl is li:ddi'. hut we do luit ft’cl 
that we ean iimorelhe jvi'-sihility of their oeeiirreni’e from time to time if the 
SYsteiu were universally ;idopt<'d. Oiir feeHn'.r is that the eHi'>iency 'li (Central 
Banks ill ordinarily he ineri*ased if the Collector or Suh- Divisional ttfl'ieer is 


associated nith them, hut that we should prefer such association to t.'ike a 
form which wouM not imjietle their independent develojimi'iit. or i-ntail harm 
to the movtMiient in e.'ises where the ofrie<’r is sceptical. indilVereiit. (/r rash. 
Althon|:h theri'fore we see no ohjectioti to the t'oHeetor or Suh- Divisional 
Onieer acting as Chairman or .Member of the Maiiaeimr Commit ti‘e of a 
Central Bank in individual eases, especially in jimvinees where there aro 
few other means of intereomse with the jteople. we do not advocate that they 
should hold the.se jmsilions e.r-e//<Vm or as an iuvariahh* rule. 'I'he district 
olUeer should however in our opinion always li:iv«‘ a formal riirht. to attend 
meetings of the shareholdei'.s or Directors of a Cmitral Bank and it i.s for 
the local Government to decide in what manner this arrangement ean he best 
<'arned out, lie would also he the most suitable ]ier.s()i\ to ju-e-side at a district 
conference. In that character and in any position which Government in 
accordance with our sugg<;stions above may a.ssign to him on the Central 
Bank, he would occujiy in our opinion a position which represents correctly 
his general relation to the movement. ITe would stand as a well-wisher 
equipped with the requisite knowledge and symjiathy, hut. need not 
necessarily have any intimate connection with tlui management or assume 
dii'cet rcsponsihility. 


Ecgisfror, Dccclopment Cowiiiissioiier, Adrisorg 0(ficci'. 

191. The pi-ogress of the co-opci-ativc movement in India may be said 
to he due almost entirely to the fact that in every province a special 
T/ie uinioiiitmeiit «f Bcgnirur to be made oflicci* of Government has been aijpointecl 
permanent. to guide and control it. In Eiu-opean 

countries wc find that such olTcei-s are appointed in some cases hut that 
-then duties are mainly of a formal character. In other cases the 
movement is in the charge of no individual representative of Govemment hut 
Go\ eminent ofiBcei’s in several departments arc expected to give it thcii* supiiort 
and countenance. In the creation of a Registrar not only to fulfil the fonnal 
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requirements of tlie Act but also to guide and control the whole movement, 
the Indian Government occupies a imique position and one Avhioh wo think has 
been of great, and could be made of still greater, utility to the mdvcmont. 
"Wlien the appointment was fii-st created in 1905, the retention of a Govomment 
ofiGicer as Registrar Avas looked on as a more or less temporary measure 
and it Avas hoped that as . experience Avas gained and societies became more 
able to stand alone, the fostering care of the Registrar AA^ould gradually be 
foimd less necessaiy, iintil ultimately he would be able to confine liimself 
to his statutoiy functions only. Even noAv the appointments in the A'^arious 
proAunces are on a temporary footing and their furtlior continuance 
Avill come up for consideration in 1916, but from Avhat avc have said 
throughout this report and in vicAv • of the duties AAdiich oui* rccommeu- ' 
dations impose on the Registrar, it Arill be tmderstood that avc cannot 
subscribe either to the disappearance of the post oi’ to the transference of 
its functions to non-official agency. Nor cah aa'c contemplate the continued 
development of Co-operation in India on any other condition than the perma- 
nent maiutenance of an efficient and adequate staff of Registrai-s. 


Ditties of the Registrar. 


192. Under the Act it is the duty of the Regislrar to receive and 
enquire into applications for registration ; to register the byelaAvs of societies 

and amendments to them; to audit the 
accomits or cause them to bo audited ; 
to make a valuation of the assets and liabilities of societies, and pj’oparc a list 
of OA'^crduc loans ; to see that the Act, rules and byelaws are observed ; to juake 
. special inspections Avhen called ujaou to do so; to dissohe or cancel societies 
and to carry out their liquidation. In order to fulfil his duties he must be 
continually studying co-operative literatimc, AA'hich is noAV most oxtensh’-c ; he 
must make himself acquainted AAuth economic conditions and practices l)oth 
tlnoughout India and in his oaati proAunce; he must knoAV the principles 
and methods of joint stock Jjanking ; and mixst examine the systems of 
developing thrift and inculcating co-operation wliich haA’’c been tided in other 
countries He is also head of a teaching establishment, and must devise 
effectiA'0 means for impressing a real knowledge of co-operation on tlie Inilk 
of the population. He has further to control a large staff, to draft model 
byelaAvs and rules, to collect statistics and Anite reports, to adA’-iso (ioA’^ern- 
ment on A'arious subjects, and to keep in close touch Aidth the higher 
finance of the moA’^ement as managed by ProAdneial Banks and Centml Banlcs. 
In addition to this he must attend conferences, co-operatiA’c and agricultural, 
must keep in constant toxich with markets, Avith honorary oiganisers and 
other wcll-Avishcrs and A'arious departments of GoA'^einmcnt, and must under- 
take a certain amount of An-iting and reading- for the official press and for 
co-operative jounials. As Mr. IVoltV has put it to us, the Registrars should 
not be set doAvn as officials, but as giudes, philosophers, and fi-iends to the 
societies, appointed and paid by the State. It mustfm-thcr be remembered that 
there is no finality in tlie Registrar’s work and he can ncA'cr feel that it has been 
cleared off and brought up to date. He Ai’^iU alivays feel the need of Ai-idcr reading 
and of giA'ing more and more supen’ision and teaching to his societies. Ncav 
means and methods to attain fresh ends must constantly be discussed and dcA'iscd. 
His Avork is. moreover, highly re.sponsiblc inA'olving a watch OA'er large sums of 
money deposited by the public and a sliare in the responsibility for the 
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ecoDomic fate of a provmce. It can irell be reaHsed that few officers are 

entrusted ndtli work more serious or 
more exacting. Tbe actual cost of the, 
movement to tbe various Local Govern- 
ments and tbe share of tbe cost debitable 
to tbe salaries of Registrars and tbem 
assistants are as shown in tbe margin. 
Tbe expenditm'o is in our opinion more 
than justified, and Government by initiat- 
ing and developing co-operation is 
rea])ing a manifold recompense for tbe 
comparatively small sums expended by it. 
3?rom tbe point of view of tbe economic 
interest of tbe countiy, tbe expenditure 
has been an excellent investment. 

193. Tbe post of Registrar is not one which can without detriment be 

combined with otlier duties, and Ave consider that tbe Registrar should be, as 

„ - . be is already in most provinces, a whole- 

Statm ami remuneration of Hegisirar. t . . 

time officer. In most provinces tbe 

appointment is included as a Collector s post in tbe cadre of tbe Civil Service, 
lud this arrangement affords, in our opinion, tbe best means of obtaining an 
ifficer of the requisite status without too narrowly restricting the circle from 
ivbicb bo is draira. In dealings with other departments and with outside 
aankers and business men it is important to have as Registrar an officer of 
some standing, and it would in our oi>inion be a grave dereliction of its 
iluty for a Local Government to entrust interests of so I'ital and so far-reach- 
ing a character as those controlled by . tbe Registrar to any but picked 
officers of experience and authority. We gather, boAvever, from what we have 
board on om* tom that tbe post as at present remunerated presents feiv 
attractions, and as it is essentially a post in Avbicb au officer is worthless if 

be is employed agaiust bis Avill, v’-e consider that it should be adequately paid. 

At present tbe Registrar receii'es a local allowance of Rs. 150 per month and 
bis salary is subject to a maximum limit of Rs. 2,250. As it is no part of 
■our scheme to confine tbe Registi-ai’ship to tbeyoimger Collectors, we would 
recommend tbe abolition of Ibis limitation on tbe salary of tbe post and as 
the appointment can scarcely continue to be wortMly filled AA'bile it carries 
an alloAvance of Rs. 150 per month only, Ave Avould make tbe alloArance 

a remunerative local allowance of Rs. 250. It should at tbe same time be 

clearly imdcistood that an officer imdertaking the duties of Register thereby 
gams experience AA'hich eminently qualifies him for exccutiA’e promotion. 
He should on no account therefore be considered as on a side track and 
should not, on accoimt of the special nature of the duties entrusted to him, 
be debarred fi’om promotion at the proper time to a Commissionei-ship or 

to otlier posts in tbe general line. It is advisable to afford him ample 

opportunities for keeping in personal touch Aiith the Local Goi'ernment during 
the small portion of the year Aihich is not devoted to travelling, and this can 
most suitably he done hy alloAunghim the light to visit, or by fixing his head 
quarters at, a hill station. 

191. We doubt, nioreoA'er, Avhether the expensive and aiAluous chai-acter 
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Travelling Ig Eegistrar. 


of tlie Registrar’s toiu’s lias always been fully realised. If be ,is to giro 

adequate attention to bis duties/ be must 
be on tour for at least six montbs in tbe- 
year. He bas to travel over a whole provinee and in remote tracts. He 
bas none of tbe conveniences on tom* wMcb are enjoyed by Provincial officei-s 
wbo visit lai^e centres only or by Histiict officers wbo travel nithin tben* 
own jiu’isdictions and among tben* own subordinates. Tbe travelling allowance 
now drawn by bim is in many pro-sinces clearly inadequate, and wo 
consider that be should be permitted to draw travelling allowance at a fate 
not less than tbe bi^best rate accorded to a Collector in tbe Province wbo 
is working as a bead of a department. We would add in this connec- 
tion that it would in our opinion gi’eatly enhance tbe usefulness of Registrars 
if tbe Local Governments were to enable them from time to time to make 
short "vdsits to other promnces for tbe sake of studying, in tbe company of 
the local Registrar, tbe systems prevailing in parts of tbe country outside 
bis own jui*isdiction. 


195. Tbe Registrar’s post wiU, when it falls vacant, be ordinarily filled 
Stains, remuneration and recruitment by selection from the Joint Registrars, 
of Joint lit gist ran. and from what we have said in para- 

graph 90 it utU be seen that, if our recommendations are followed, there 
■will be a Registrar and at least one Joint Registrar in each major 
province. The post of Joint Registrar should, in om* opinion, carry 
emoluments equal to those enjoyed in most provinces by a Settlement Officer. 
It is, moreover, essential that proper arrangements should be made to pro- 
vide for the presence of a suitable successor to a Joint Registrar whenever 
necessity ai'ises for it must be borne in mind tliat work of a very technical 
and responsible character cannot be entrusted to any oEBcer "witbout due 
tinining. The plan which we would advocate is that an Assistant Collector 
(and we would note that tbe inclusion of tbe posts of Registrar and Joint 
Registrars in tbe cadre of CoUectoi’s entails the creation of fresh con-espond- 
ing posts of Assistant CoUectois), or a Deputy Collector, if in possession of 
tbe qualifications requned for a Joint Registrar, should always be in training 
and that tbe period of this training should ordinarily be for one year. The 
officers under* training, if Assistant Collectors, should be .men of about 3 to G 
years standing, and they should be employed over* and above the controlling 
staff postulated in paragr*apb 90. By this system, there ■a'ill on the depar- 
tiu‘e of a Joint Registrar* be some three or four officers qualified for tlie 
post from whom a sirccessor may be selected and ordinarily tbe officer* select- 
ed should be placed on special duty in tbe office of the RjCgisfr-ar some six 
months before being himself called on to take charge. 


193. As regards tbe tr-aining of young Assistant Collectors in co-oper- 
ation soon after* then* first anival in 
Training of Assistant Collectors m countrv, we recosnise that there arc 

cn-njieraltOH. . • ’ - . 

other claims upon then* attention and 
would not suggest any special course of tra ining or" any substantial addition 
to the departmental examinations. Where Assistant Collectors are already 
being sent on a course of tr-aining in Siu*vey, Settlement or .ilgifcultui-e, tbe 
opportunity should be taken of requiring them to visit a few typical co- 
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Operative societies Avitli a competent instructor. Again Avlicn tlic Collector- 
under -Nvliom the .Assistant is plaecd for training, inspects co-operative socie- 
ties on his tom*, it. -ivould 1)e advisable for him to take liis assistant ivith 
Iiim, and the Registrar in the eouise of his tow’s should make a point of 
inviting the ofliccis of the District to accompany Mm on Jjis inspections. In 
the departmental examinations the subjects prescribed already take up so- 
much of an oflicer’s time that "vve hesitate to recommend any addition to 
the syllabus, but if a brief and suitable pamphlet on the lU’ineiples and. 
practice of co-opci’ation in the province could be compiled, u'e u'Oiild suggest 
that it might avcU be included in the subjects in ■which officers are examined. 

15)7. IVc have noted in paragraph 30 the value 'we attach to small local 

conferences, and -we consider that in most 
provinces district or dhnsional confer- 
ences, under the presidency of the Collector or Commissioner, have been pro- 
ductive of much practical benefit. The larger conferences, Provincial and 
Imperial, arc also of value, not so much perhaps in the definite conclusions 
reached as in the interest aroused among high officials and the opportunities 
of personal mccling and consultation afforded to gentlemen mtcrcsted in 
co-operation ; but care should we think be taken to see that these conferences 
arc not held so frequently as to make them mere routine proceedings. In 
all classes of conference we would wish to sec ofiicers of the Agricullw'al and 
other connected departments introduced as members, and it is in some cases 
a convenience to combine at one lime and place the periodical conferences of 
the Co-o]ierative and Agricultural Departments. 

lOS. ITc have noted in paragraph 7 the reasons why we have not examined 

for hringlus the Co^operalirc cirCUmstaUCCS of societies 

Jgrieulhiral and Intinxtrg Drpnrt- Other than tliosc connected "inth Credit, but 
lotats under one fiead. from remarks which we 

have made in the com-sc of our report how fully wo recognise the importance of 
developments in agricultural co-operation, both in its relations u-ith credit and 
also in its relations with the jiroduction and distribution of agricultwal produce. 
The necessity for close intercoui’se lietwccn the Departments of Agi’icultwe 
(including the l eterinaiy Department) and Co-operation has long been recoir- 
nised, and we have ouraelves found evidence in some provinces indicating 
the mischief done and the opportimitics lost when the two departments are 
antagonistic or inditferent to each other. In several provinces steps have been 
already taken to scciu-e closer relations, but in order to enswe real co-ordination 
of effort it is essential that both departments should be under the same admin- 
istrative superior or cany on their communications -with Goveinment 
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of Agricultiu'e, should not remain, aloof from the Director of Agriculture and 
the llegistrar hut should wrk under the same head. In Bengal we tmder- 
;stand that he is known as Superintendent of Industries and is under the Director 
of Public Instruction, in Madras and the United Provinces he is under the Local 
Government, and in the Central Provinces and Punjab, though as Director 
•of Agriculture he is under the Pinancial Commissionei’, as Directoj’ of 
Industries he is imder the Local Government. In view of the close 
connection between co-operation and any scheme for the development of 
industries we should be glad to see the departments of Co-operation and 
Industries under a single superior authority. So too as regards the Eegis- 
trar of Joint Stock Companies, while we do not advocate the combination of 
the office udth that of Begistrar of Co-operative Societies on the system pre- 
vailing in the United Provinces and the Punjab, we think that the duties of 
this officer have also a beaidng on those of the others abovementioned and that 
when tliis is feasible they should all come under the control of the same 
superior officer. And finally we would co-ordinate the Director of Pisheries 
with the same group in provinces where such an officer exists and wliere 
the functions attached to the post are concerned more with the development 
of the industry than the production of revenue. 


109. It will be seen therefore that we suggest the co-o)*dination under 

one head of the departments engaged 
The appoinlment of a Development Com- ^ promotion of Co-operation, Agli-' 

misnoner reeommeiitled. ,, , _ , , . i , 

culture, and Industries and in the deve- 
lopment of Pisheries and the regisbation of Companies. It has been pro- 
posed by the Government of Burma in a letter now before the Government 
of, India that the fii’st three departments should be combined under one officer to 
be known as the Director of Agriculliu’e and Co-operation who should be an 
officer of the standing of a senior Deputy Commissioner or an officiating 
Commissioner who had served as Begistrar, and he, being himself Chief Begistrar, 
would have under his control (a) the Joint Begistrars of Co-operative Societies 
and (6) the technical officers of the Agricultuial, Civil Veterinary and In- 
dustiy Departments. The Bengal District Administration Committee has also 
spoken irith approval of a scheme by which the departments of co-opera- 
tion, agriculture and industries should be placed under an officer of the 
status of a junior Pinancial Commissioner to be knomi as the Commissioner 
of Buial Development and have suggested that a modification of the scheme, 
such as the addition of another member of the Board of Bevenue, might 
be devised to suit the .special conditions of Bengal. The object of both 
schemes is to bring the depai-tments concerned under a single officer sufficiently 
senior in standing to carry weight nith the non-official world and with the 
Local Government, to wliich he would have diroct access. Becognising as we do 
the extreme importance of basing agiicultuial and industrial development , 
on sound finance, the dangeis to which co-opeiative finance is liable, and 
the lack of control and co-ordination in the past, we are in sympathy u-ith 
these proposals. It would be feasible to secure part of the benefits aimed 
at witli less cost to Government liy ananging to place the various depart- 
ments concerned under one of the existing high officeis of Govei'nment, 
such as a member of the Boaifi of Bevenue, and to redistribute the 
work of the Board in such a way as to secure that the work of 
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these clcparlmcnts slioiilcl consiitiitc (he main portion of his functions. 
It is possible that in some provinces action might he talccn in this u'ay anct 
so far as it ■went it -would he an improvement on the present position. But 
■we -would regard it as a transient arrangement only and it -would fall short 
in several respects of the scheme Avhich we ourselves -would advocate. It 
seems to us to he of importance firstly that the Development Commission- 
er. if we may so name the otliccr in charge of this group of Departments, 
should be a Avhole-limc oflicer Avith leisiu-e to study his subjects thoroughly 
and to Avork out schemes of improvement; secondly that he should be dis* 
sociated, if possible, from the more tiseal aspects of adminisli-alion, connected 
AA'ith the assessment and collection of revenue, the exploitation of forests, and 
so forth, and should stand in the eyes of the jieople as a representative of 
Government in its benclicent aspect ; thirdly that he should not be hampered 
by too close a connection Avith Secretariat procedure, but should be free to 
ors:ani/.c and control his Avork in direct touch Avith his ofliecrs. IVe should 
therefore prefer to sec a AAholc-tinn* otlieer appointed to the post Avith no duties 
outside the departments concerned and acting as an exeeutiA'c as avcII as an 
adiuinislrative agent ; and avc recommend that the various proA'iuces should 
make edorts to move tOAvards the creation of a post of the character- 
sketched by us, Avhen ojiport unity olfci*s. 


Qvalificafiaiift pf Development ConMi\- 
Stoner, 


200. As regards the further (piestion inA'olvcd in tlie Burma proposal, viz,,. 

Avhether the otUeer acting in the ncAv post 
should necessarily have served for several 
ycai-sas Begistrar, avc recognise that there 
AA'ouldbc great advantages in appointing an otlieer Avitb tin's qualification, as 
the linancing both of agriculture and of industries aaHI rest largely Avitli the- 
co-operative movement. It is not, hoAvcA'cr, in our opinion neecssai-y to insist 
on this qualillcation, at any rate for the present, and it, is of equal importance 
to cnsiu'C that the otlieer selected for the high post Avhieh avc have suggested, 
Avhether possessing this qualification or not, should not be one past Avork for 
AA’hom the appointment is loobed on as a couA'cnient retreat. The post AA'ould' 
be one of great importance and should be filled by the most competent 
officer available. Under the control of the DcA'clopmcnt Commissioner, aa'IiO' 
Avould be vested Avith the poAVCi-s of a Begistrar for the province under the Act, 
should be the I ccbnical experts, namely the Controlling Staif of Co-ojicratiA-e- 
Societies, the Directors of Agriculture and Industries, the Superintendent of 
CiA'il Veterinary Department, and so far as possible the heads of the other 
departments Avliich avc haA'c enumerated aboA'e. The number of Begistrars and 
Joint Begistrars as computed in paragraph 1)0 should we consider, be caleiilated 
independently of tlic appointment of Dcvcloinncnt Commissioner. 


201. The relation of the Begistrar as the moulh-picce of GoA’crnmont 

General Poicers of the Degislrar. ■ the movement is not alAvays- 

clearly defined, and difficulties arc some- 
times experienced in finding a suitable AA'ay to enforce liis AA-ishes. So far 
as financial considerations are concerned, A\'e think that he should exercise- 
his pcAA-^ers by controlling the supply of outside loans, and aa'c u'ould recom- 
mend that in each proA'inco a rule under § dS (2) (e) of the Act should 
prescribe that the maximum borroAvings of all classes of societies and the adoption 
of rates of interest should be under the general control of the Begistrar. 

38 
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Ifc is necessary also that Government should oxoi’ciseils powei-to prevent any 
misuse of the’ co-operalive organization to further ]*eligious or political 
aims. The fourth section of the Co-operalive Societies Act indicates that 
•societies arc intended for the promotion of the ‘ economic inlcrests ’ of their 
members, and ^vo find in Europe that safcguai’ds liave been adopted to 
secure their purely moral and economic character. In the model articles 
of association, for instance, issued by the llaiffciscn Eederation, it 
is laid down that “at meclings and in all the activities of tlie association, 
•opinions and measures of a I'cligious or political ohai'acter ai'c absolutely 
prohibited.”* In India we am glad to say that ivo have seen little oi* 
no signs of the introduction of any spirit of I'oligious eontroA'’oi'sy, and 
from a political point of view the societies have afforded an excellojit 
•outlet for the public-spii'ited activities of Indians avIio desire to ameliointe 
the condition of tlieir felloAV countrymen on the lines of self-help. It is 
obvious, however, that an organization like that of co-operative societies 
might i]i certain oimumstanccs be Employed for imjirojier objeols, and it 
Avould bo nmviso for Govcinmcnt, AAdiich has started and fostej'cd the move- 
ment, to dcprh'c itself of the poirer to intervene if it sair it developing 
in undesirable directions. We should, themforc, be glad to see a j-ule issued 
by Local Govcrnmcnls undei' § 't.3 H.) of the Act Avhich .should give ])owcr 
to the Registrar to rc.scind any resolution or action of an officer, or a Com- 
mittee, or a society, Avhich Avould contravene the pn'ncijfic that the discus- 
•sion or propagation of controversial opiniojis of a ])olitieal or j’eligious char- 
acter should bo entirely excluded L'orn the actiAutics of the jnoA’^cment. 

In addition to the i.ssuc of a 3‘ulo of this kind, avo .should ho glad to 
!Soc the objects of societies defined from a i)ositiA’’c standpoint by a rule 
under the Act, and the definition might folloAV closely, Avith the necessary 
modifications, the description given of the aclivitics of the Raiffeisen societies 
in the articles of association aboA'^c alluded to, AAdiich runs as folloAA'^s : — 


“The association aims less at realising profits fj-om its business than at 
•strengthening those economically Aveak, and at promoting the intellcctAial and 
moral Avclfarc of its members. Its activifics must accordingly extend to (a) 
the furtherance of thrift, (i) the accumulation of an iiulmsiblo association 
•fund (foundation fund) for ihc promotion of the economic conditions of the 
members, (o) the organization of means for the cultivation of rural social 
welfare and of 1oa'’o of liomc, (d) the establishment of conciliation courts of 
the association for the purpose of checking, litigation (e) the acth'^e 02 )posi- 
tion to such ti'ansactions in real juDjicrty as are against the jiublic good and 
•such participation in the relief of landed property from debt, as may l)e 
expedient, (f) the holding of instructive lectures and the exchange of practi- 
cal experiences at the meetings of mcmbcis, ” 


202. The administration of co-oiAcrati’Am societies has hitherto been 

„ , , , . , , , 3'egardcd as a purely provincial matteir 

lieedfor an aavtxoru anenev ah heaunnar- 7., ., i. 

im' of Government. .subject merely, to the oi-dinary conti-ol 

of the GoA'cniment of India. The 

Registrars and iheir staffs are jiaid for by the Local GoA’’Ci‘nments and are 

subject exclusiA'cly to their orders. The laAv vests full power in the hands 

of the Local GoA’’crnmcnts, and in the one case Avherc Govei^nment has 

•guaranteed a co-operath’^c institution, the guarantee is sccui’ed on provincial 

* Caliin’i Itepurt on Agricultural Credit ami AgriciiUunl Co.openilIon ill Germany. Appecdicra. — Page Oi, 
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revenues. The movement is a new one involving many technical -points 
and it has been consequently dillicvUt either for the Trovincial or the Iiniic- 
rial Governments to exercise any informed control over it. As a result 
a number of undesirable pnetiees have sprung up and in some cases 
new institutions of a disputable character haA'c come into existence. 
As the movement increases in size jind comjdcxity, the dangers, 
both of a iinancial and an administrative hind to wliich it is exposed 
will become yearly more serious and less easy to obviate. Oases have 
occurred in wliich rash action fmught with serious consequeuees has been 
taken ; and in tlie atiscnce of superior control there is a danger that in the 
future some ill-advised step may lead to a catastrophe the ctfccts of 
which may oxttmd heyond the province immedlat(.‘1y concerned. It is in 
onr opinion impossible to expect either the local or llie supreme Gov- 
ernment. really to control the movement, so long as they have no .special 
means of acquainting themselves with eo-operativo systems or any 
proper Opportunity for supervision on which such control could be based. 
"Wo consider therefore that some outside agency slionld lie placed at the 
disposal of Government to assist it in tiiis matter; and after full con- 
sideration we have come to the conclusion that this agency while avail- 
able for the use of Ijocal Governments, should he attached primarily to 
the Govenuncut of India. Tlie appointment of a .single agent of this kind is 
naturally less expensive than a separate arrangement for each province and 
it is jnstiiied by the fact (hat < o-operation in this country must ultimately 
bo regarded as an Iiniierial eonei'rn. The movimient lias in its initial stages 
very properly been allowed to dt‘veloj) on independent lines in various 
provinces, hut time and experience have sivown the eoni-sc most suitable 
for adoption in each ease and a greater degree of uniformity should now 
be roqviircd, not for the mere sake of uniformity hut as an indispensable 
factor in administrative and financial sccnriiv. With news travelling as fast 
as it does today it is impossible to tliink of any serious failures taking place in 
the co-operative machinery of one province without aU'ectiug the reputation 
and success of the co-opemtivc movement tbronghout India. 


203. Without therefore desiring to impair in any way the responsibility 


Jn officer tcitJt the Gorcriimcui of hulia 
recommenced. 


and powers now attaching to the Local 
Governments and the Eegistmrs, we 
would draw attention to one method of 


attaining the obiects described in the last paragraph, namely the constitution 
•of an advisory agency of some sort at the headquarters of the Government 
of lutlia. We arc aware of the objections raised by the recent Decen- 
tralization Commission to the multiplication of such agencies -with the 
bupiemc Gkn eiumcnt, but n e believe that the possible financial and economic 
results of further neglect are sufficiently serious to justify an exceptional step 
of this character. The macMuery of annual conferences on -which the Commis- 
sion placed much reliance has in (he case of co-operation been tiued and 
found inadequate, since such conferences can. neither exercise continuous 
•supeiu ision nor impose any control where it is required. 'The agency at the 
disposal of Giovemment might comist either of a standing committee of some 
kind or of a special officer deputed to the Gorei-nment of India. There 
would he difficulties in obtaining regular attendance from the membei-s of a 
•Committee who presmnably would have other duties to perform. They 
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■would be likely to Lave little cohesion or sense of real responsibility, and 
could scarcely be expected to make themselves acquainted -^vith local condi- 
tions. "Wo therefore recommend the appointment of an individual olTiccr' 
■who ■u'ould be attached to the Government of India but cxj)Ccfod to tour in 
the piWTUces. Such an officer -n'ould in no sense be entitled to give orders, 
to Registrars and much less to Local Governments. His duties would bo 
confined to making cnquu'ics and tendering advice. It would be part of lus- 
functions to examine returns from Oo-operative Banks and to keep the 
Local and Supremo Governments acquainted with his views on their financial 
and economic condition. He would form a link between tlio movement and 
outside financing agencies. It has been represented tiiat this officci* sliould by 
preference bo a business expert, but the majority of us considci' fiiat in view of 
the character of the banldng business canied on by co-operative institutions, it 
would bo more importaut for him to have a tliorough knowledge of co-operation 
and actual experience of co-operative work in lliis country than an acquaintance- 
with the details of banking methods. It would be for the Government of India 
to settle the remuneration to be attached to the post, but wo would rccommeud 
that it should be sufficient to attract an officer who has lield the office of Bettis- 
trar or Development Commissioner in some province. 

JPvhlio deposits, agrionltuj'al advances, etc. 


20-1. The shares and deposits of co-oporalivo institutions are not at 


Investment cf Court of Wards' nioneyt 
Local fund balances, etc,, iu . 
co-operative institutions. 


j)resent Trust securities. Wlicn (Iiereibrc- 
tlio investment of money belonging to- 
iho Court of Wards is limited by the la'^^' 


to Trust soouvitics, it is impossible to invest such money in co-opcj-afivo- 
institutions, but the existence of such a limitation would not, it is presumed, 
prevent the use of the Court of Wards’ funds for assisting societies constituted 
for the benefit of the Ward’s estate or its tenantry, or the deposit of 


such funds iu a Central Bank if earmarked for the benefit of the estate. 


In Provinces where the law docs not expressly limit the investment of flu; 


Wards’ funds to Trust securities, wc sec no objection from the co-opci-alive 


point of view to the acceptance of such funds as shares and deposits of 
co-operative institutions, though wc arc not prepared ,fo endorse the view 
apparently held by some co-opcratoi’s that these institutions have any kind 
of claim for assistance from such funds. Similarly wc should not feel called to 


reject deposits made by Municipal or other Local Bodies, if jjcrmitted by tbe 
ordinaiy rules of administration, whether tlicse deposits represented Junds. 
hdd for definite purposes or ordinaiy account balances. In cases wJiero tJic- 


risk falls partly on Goveinmcnt, such as the investment of security money 
tendered by Goveinmcnt servants, treasurers, etc.,' wc lliink tliatitis in every 
■H-av justifiable to allow the person concerned to place his security money, iJ’ 
he so desires, iu a co-operative security, rather than in Goveinmcnt iiapei- 
where the interest is low and the capital liable to fluctuations in value; and 
rules have in two provinces at least been recently introduced to admit of this; 


being done. 

205. Grants to societies cither as advances or as donations or iu the- 

form of imymenis for sfaif arc oceasion- 
Granti Ip private individuals or local Ijy private individuals or aS- 

soeiations or local bodies, and so long 
as any undue pauperi'/cation of societies is avoided ivc see no objection to 
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tlic rcocijit oi! such gvanis. '.L’hey nvc especially appropriate in the case of 
JIC3V (IcTclopmcnis such as dairies, callle hniodiug, etc., Avliich arc siiitahle 
ohiccts for such grants independently of thoii* co-operative character, and 
Ave Avould not he dis])oscd to circmnscrihc such grants Avith limitations as rigid 
as those suitable for grants made hy (.lovcrnmcnt itself. 

20G. There has heen considcrahle discussion fiom time to time as to the re- 


AgTicnltural loarnt iniilvr Ad XITof 
JSS-i grttnlal l/irotigh 


Intion of societies towards the agricultural 
loans juade hy Govcnimcnt imder Act 
XU of 3SSI' to oAA'ncrs and oceujnci's 


of agriculhiral land for agricultural ])urposes such as the purchase ol seed 
and cattle. As the class of men Avho horroAv from co-ojicrativc societies 


and the objects for Avhich they bori-ow arc practically the same as those 


contemplated by the Act of ISS t, it. has naturally been a.skcd Avhctlier use 


could not be made of the societies in the distribution of these loans 


The attitude taken u]! by (he Government, of India in 1000 and rc- 
atlirmcd in 1013 and lOl-l- has been tliat although there is no objection to 
using the societies as the channel for distributing loans the loans must, be 
made midcr the Act. to the individual members, each recipient being sepa- 
rately recorded in the Government books. If this condition is observed the 
societies arc accepted as sureties to Government for loans made to their 
members, and they may levy in return a .‘•ccurity fee not exceeding 2 per 
cent of the loans. IVe have no data regarding tin* amount of loans so 
given, but from our enquiries we gsither that. Tit)cal Govc'rnments have made 
little or no use of this method in tin* grant of ordinary agrieullural loans. 
Large sums have, however, been occasionally given under special circumstan- 
ces with the sanction of the Gov(*rnment of India, es])ocially in llcngal and 
Burma, both before and after the i.ssue of th(; ordem of 1909 and it was 
undci-stood by the Government of India that all grants so given after 
1909 Avcie given on the system then prescribed. That system has not how- 
ever, been strictly adhered to and in some instances tlic Government of 
India has itself left it to societies to decide on the rate of interest at Avhich 


they would distribute the loans to membem. T’hc distribution of agricultural 
loans tlumigh societies enables Government to utilize the local knowledge of 
the societies and to benefit from the additional security Avhich they atlbrd, while 
it saves the borrowers from the delays and A’cxations attendant on the 
direct receipt of loans from the Government treasuries. It is true that 
the rates which arc in practice charged by societies to members are A'ery 
much higher — auy thing from 3 to 12 per cent higher --than those on Avhich 
loans arc obtained direct from Government hut the freedom from extortion 
and delay obtained hy the employment of societies as a medium is ordinarily 
considered to compensate the momhers for the higher interest charged, especially 
in the case of the small and short loans tvliich constitute the bulk of the 
agricultural loans tmder the Act of ISSxt. The true cost of the GoA^ernmont 
Agricultural loan to the peasant horrowor may ho estimated from tho fact that 
in one Province incmbcrs of societies have been knoum to borrow at IS 
per cent from the societies in order to jiay off ngricnltural loans on Avbich 
tho nominal rate is 5 per cent. In any case it has hitherto heen rmdemtood 
that a member of a society is at liberty, if he so Avishes, to apply direct to 
the Government olVicials for agiiculnual loans and so obtain them at the rate 
fixed for the public at large. 30 
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207.. There are many officers, however, who would go a step finther and 
piwide for loans heing made not merely through the society, but. to the society, 
Recommendation that Government Agricul- and this aiTangement has been repeatedly 

societies themselves. pressed on the Government. It is argued 

that unless the disposal of the loan (subject to its employment for the objects 
•specified in the Act) is left to the society, the Government fails to relieve itself 
•of the enormous amount of time and trouble expended in the clerical work 
coimected with the grant and recovery of loans ; that if left to the society for dis- 
tribution the loans will be far more efficaciously distributed ; and that if recovery 
is effected by the society it will be managed with far more regard to individual 
ch’cumstances than is ever possible when recovery is left to Govemment 
agency. The only serious objection which has been brought against the scheme 
is that societies would be tempted to obtain large additions to them capital- 
at the expense of the State instead of relying on them own exertions or those of 
their financing agencies. We believe, however, that if such grants are given after 
approval by the Registrar or some officer authorized by him there is little fear 
of any such misuse of the system. We should nor. in any case suggest that the 
system should apply to isolated applications by members for loans, as these can 
be met by the societies themselves or can, subject to oim suggestions below, be 
dealt udth direct by the Govemment officers The grant of Government 
Agricultimal loans to societies should be confined to occasions when these 
loans are being distributed wholesale, as in the case of severe scarcity or in 
that of a scheme of new colonization on waste lands. The large grants of 
.Agricultm-al loans on the Mon canal in Bimma, which notwithstanding the 
•orders above referred to have in practice been given out on the system which 
we- recommend, have been attended with no sori of inconvenience and have 
been of immense value to the colonists. We would allow societies in such 
cases to charge up to their usual rates of interest, as it is in such cases that 
the risk in recoveries is largest and a society while ordinarily forbidding a 
member to obtain advances from outside, could at the same time permit 
biiii, when it has no funds of its own, to apply with its permission for a 
direct advance from Government at the ordinaiy Government rates. The 
grants made under these circumstances to societies could no doubt be made 
by Govemment under ordinary executive order and could be recovered imder 
the provisions of section 44- of the Co-oj)erative Societies Act. But the 
natmnl coiwse would be to make them under the Agriculturists Loans Act 
of- 1884 and as a co-operative society is not qualified to receive loans under 
that Act a small amendment in the Act would then have to be undertakisn. • 
It seems to us important to emphasize the fact that these loans are not to 
be looked on as advances for fostering a new form of organization, but are 
part of the ordinary routine of administration, im'olving no change of policy 
•or procedm-e except to the extent of substituting the agency of co-operative 
societies for that of Government officials. We would therefore recommend 
the addition of a section to Act XII of 1884 so as to allow of the making 
•of rules as to loans to be made to co-operative societies registered imder 
Act II of 1912 for the piuposes sijecified in the Act of 1884. Such loans 
could be recovered under section 4-4 of the Co-operative Societies Act. As 
these loans are issued in accordance with the Agi-icultm-al loans policy of 
Government and not as part of the ordinary working capital of the society, 
•they should be made quite m’espective of the amount of the balances available 
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inilic soeicty in tlie form of lluifl vcsoiivce. Whore n fc^v socidics only are 
concerned oi' where llie socidics concerned have not, been ntUliated to a central 
hank, the advances would bo made to the societies themselves, the conlinl baiilc, 
where it exists, being duly informed by Government of the grant : but where 
the advances are needed for a number of societies fedcinted under a cen- 
tral bank, the loans might in our o])inion he giv<m to the t!cnlral bank for 
distribution, the bank being allowed to charge enough interest to cover its 
expenses. Where an organisation with local km)wledgc sneh as that, maintained 
by a central bank is in exisfeiKiC, it .•;cems to ns ])r()i)er that Government 
should make use of it rather than add to tlic labtjurs of its own-iJi this rcsjieet- 
Icss eUlcient, staff. 'Hu* Goveruim'ut has as seemrity its claim on the share 
capi.al of the Central Bank together with the pro-no(«‘s of the societies 
ooncemed covering tin* amount of tlie advances made by it. 'I’liesc would be 
endorsed over to the Collector and give him a elaini to proceed under section 
•It for the recovery of advances as nrwars of land revenue. AVl)(*tlier the 
loans are made to societies or to eeiPral banks thiw must of course be given 
for the purposes speei tied in the Act of I'-si. and although it will uot 
alwavs be easy in the ease of societies or banks, itiiy more titan in the 
case of individuals, to tr:ic<* tin* precise use made of the {idvanees. it should 
always In* open to Govermueut to recall llu'm in cases of proved tnisuse, 

2oS. We have dealt above exclusively with the loans given under the 

Anriculhinil loniiit I'.i hr .h-t XIX of Agrieulinvists l.nans Act for '^eed. cattle 

and s«i foftli. IVliat w<* h!iv<‘ said 
will, however, to a lavgt* ex((*nt apply aho to loans under the Land 
Improvement Loans Act of 'I'la'se advance's are in btrge'r sums and for 

longer tonus than those made under tin* Agrieuliurists Loans Ael. and in the 
case of individual applications it is pe*i'luips simjder for the loans to he 
given to members of soeic’lies direct by the (lovernment Ireasurics. But 
there is a class of cases in which the bean can mon* suitablv bo given 
to a society, as for inslanoe when an improvetnent. has to he }nade by the joint 
exertions of a number of peasants awl in land belonging to a number of 
persons. The society tlumigh its committee is able to exert a control 
which is often most useful over the disposal of funds in sneh eases and over 
the management of the work wlvcn completed. AVc would permit societies at any 
time to make applications for loans to carry out largo improvements of tliis 
character, the law being if ncecssai*j' altered to allow of this being done. 
The society in such cases would he allowed to fix its omi rates for recovery 
fi'om members but in view of the security it would hold it would be 
expected to charge something lower than its ordinary rates of interest. 
The loans would be made irrespective of the presouco of funds in the 
society itself and though they ivould ordinaiily be for long terms such as 
10 or 20 years, Avhich are considerably in excess of the terms for ivhich societies 
noimally grant loans, the society would not be expected to jjrovidc correspond- 
ing fluid resom-ce^ as cover for the loans received, but would keep the 
t'Kinsactions legardiug these separate fi.'om. the rest of it.s business. 


I^'Qscts of famine, banking cnisis and tea}'. 

209. Since the co-opemtive movement approached its present scale it has not 

been subjected to any widespread famine, 
but it has bad to contend with serious 


Jijfect- offatiiine. 
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scarcity in parts of tlic Bombay Presidency in lO].l-l l' and in ])ar(s of tlie 
United Provinces in lOlS-l-X. Tlio oirecls of the famine conditions so far as Uioy 

can I)c judged l)y /igui-es will 
he seen from llie statistics 
given i II tlie margin A s re- 
gards Bombay, I he figures, 
which are confined to the 
Gujrat famine area, show 
liow fresh dejiosit-s and re- 
jmyments of loans alilce de- 
creased during the year of 
famine and mvived in tlie 
succeeding year : while the 
grant of new loans affei* 
sulfcring a slight coni ruc- 
tion during the famine years 
was subscfiuenlly resumed 
on the usual scale. In the 
United Provinces the result 
of famine on the net funds 
in deposit in Central Banks has been inconsiderable, but the rejiaymcnt 
of loans has been mnch delayed and the grant of new loans somewhat con- 
tracted. The organization of the societies was used to a certain extent in the 
United Provinces for the grant of Government agricultural loans, and in Bombay 
for the distribution of hay and grass for cattle provided ns charitable relief. 
But in neither case was the famine sufllciently orusbing or Andespread to 
render the assistanee provided by the societies, as siipplcincnted by the Govern- 
ment loans, inadccpiatc for the essential requirements of the members. Though 
the movement has not yet been subjected to the severe strain of a great famine, 
we believe that if Iluid i-csourccs haA’^e been accumulated in snlllcicnt quantities 
and if Agricultural loans arc freely granted to societies in the manner avc haA-e 
above recommended, the situation AA'ill be satisfactorily met. The chief ditliculty 
in all famines aacII lie in the judicious management- of loans and rccoA'eries 
after the main sti’css is over. Por sojiie little time after the scarcity has 
been at its height, members aaoII apply for lai'ger loans than usual and aaiU 
at the same time bo less able than usual to repay Avhat they already OAve. ,It 
is for the society to bear in mind the inevitable rccurj-cncc of cycles ol‘ good 
and bad years, to be economical in the issue of loans in times of plenty, and 
to be stm more economical in times of stress, but at tlie same time to continue ’ 
granting loans harvest after harvest till good times return, ignoring if 
necessary the preconceived limits based on A’^aluations of the members’ 
projierty and earnings, and finally to recover gradually but vigilantly all 
sums that a prudent money-lender Avould recover, Avithout alloAving the boi’roAA’-er 
to misuse on unnecessary objects the savings Avhich he should refund to the 
society. In some parts of the country Avhich arc particularly h'able to 
famine the existence of seasonal cycles is well recognized and is the basis 
of all priA’'ate money-lending and all .economic development. In such areas 
the society and its depositors should from the beginning understand that 
the loans gh'^en out may have to be extended and may haA’^e to be siqiple- 
mented for further periods, reaching it may be to three, four or fiA’’e years. 


IlnURAT. > I'HlTtll l'liaTIKI!,|i, 

1 . 

I Ootnhttird flKiireii ftir 
ripuroft for ])rininn‘ coclr* CVntml BfliikH niiil 
tlcf) Allowing i Primary Koolclirn 

of famine of 1011-1^ i Hftowlnff rAeet of fnmlrir 
on the three fiireeteil r of 10t:M4 on the Keren 
DidtrletK of Gujrnt. { afTeeted IlMrletx hi the 
I • (tnltccl rrorlnccK. 
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■but without any risk or doubt regarding ultimate repayments; the peasants 
in such areas being known to be as a rule the hardiest of agTicultimsls 
and, if only time be given, the most honest of borrowers. 


In Bombay and the Central Pro-rinces there are small funds attached 
to the co-operaiive movement which are kno'mi as Pamine Reserve funds. 
In Bombay this fund originated in a charitable donation by the 
Wadia Trustees, which was distributed among six small societies in famine 
tracts on their undertaking to add Rs. 20 each annually to their share. 
Tlic money is kept in the Bombay Central Bank as a fixed deposit and. 
may only be Avithdra-\ni in the event of a famine and AA'ifch the Registrar’s 
sanction. In the Central Provinces eveiy Central Bank and primaiy 
sTciety is reqiui'ed to contribute to tlie permanent and indivisible funds of 
the Provincial Union a sum amounting to 25 j)er cent of the cost of the 
establishment, etc., maintained for it by tlie Union. Tins contribution is 
re-invested by the Union in the shares of the Central Bank Avhich makes it, 
and the profits on such investment are separately invested as a Pamine 
Insurance fund and may be only used for the sujjport of the Provincial 
Bank Avith the Registrar’s sanction and in time of famine. 


Tlie sums now at the credit of the infant Reserve funds are at present 
of no pai’ticulir importance. As safeguards against famine, in the ordinary 
sense of the term, these funds are at present of no appreciable value and 
our opinion is that famines should be met by co-operative institutions out 
■of tlieir own ordinary credit built up in the manner recommended by us in 
this Report and AA'ithout the constitution of special funds of this character. 


210. PrcA-ious to 1913 the only serious banking failures affectiug the 

Effed. of banting crises. co-operative movement Averc tJie Ar- 

buthnot failine in JMadras in IDOG and 
the Bank of Burma failure in 1912, The former crisis took place before 
the co-operative movement Avas aa'cII established and its main effect as far 
as co-operation aaus concerned Avas to divert dej)osits to the ^Madras Central 
Urban Bank and to consolidate tliat institution. The failure of the Bank 

. of Bmma and tlie anticipations of that 

failure led to a temporary drop in tlie 
deposits of the Upper Burma Central 
Bank but Avith an increase in tlie rates 
offered tlie deposits soon reached their 
former leA'cl and the position Avas so 
rcstoml that the total deposits held at 
the end of each year di.eplayed a pro- 
sressiA’c increase. 
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In JSeptember 1013 and the folloAving mouths the Avhole of India— but 
more esiiecialiy the Bombay Presidency and the United Piovince.s and Punjab 
— Avas subjected to a banking crisis of considerable niauMiitiide and no fetver 
than .“>7 hanks Avitli an authorised capital <»f Bs. JiMi lakhs and a .‘.nb'j’cribed 
capital of til lakhs Avere forced into liyiiidation b'-tAveen XoA'ejubcr 1913 
and IsoA'cmber 191-i. it Avould n.a:urally have been e.vpectou that -.vhen 
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public confidence in l)<'inking- "was slialcen and ndien money ennld be lent 

at ]iit;;b interest in fJie ojjeji 

market, tJie amoiint of dejjcsits 
in tlie eo.oj)e)7ilive societies and 
l)anks ■would In'^'e ajjpreeiably 
fallen. Ah a mailer of fact the 
cri.sis bad a contrary effeel, and 
in most ]»i-rjvinces ibo-jv.- -was a 
movement to witbdra^v deposits 
from non-eo-oj)enilivc and to 
])lace tbem in eo-opemiivc in- 
stitutions, the distinction between the two classes of security bein'; well 
appreciated and a pi-efcrcnce being 'riven to the latter owing partly to llio 
local character and piihlicity of co opemtive in.stifiiljons but innwlv, ire 
think, to th(.‘ connection of Government- ■vnth the co-oj)eralivc movement. 
Only in llu? I’linjab where the crisis ivas most acute and wher(! dej)osii.s 
constitute a s])ecially marked feature of the fiiiam-'C of primary societies, 
was there .any cause for .'inxicty, but altht»ugh the new dejjosils jn i-ural 
societies in tin* Ibinjab were 3 lakhs less than in the year bfd'ore ami 
the withdrawals .ji lakhs more, there Avas a slight inere.'ise in the- total 
amount of agilcultural de])osits lying Avifh jn-imary soeifities at the end of 
the year and a con.siderable incrcjisc in the dej)csit.s in Cenlnd Hanks. The 
figiu'cs quoted in the margin above may be taken as sufii'.'ieni indi'.'.'ition 
of the generally beneficial effeet of the cri.sis on co-oper.'ition both in India 
at largo .and in the provinces specially concerned. 

211. IVith the eonimencement of the Avar in August TOM a .someA\hat 

dilVerent set of influeneos eame into 
ICffcct Oj the tear. play, but tb(! result even in llie serious 

enA’ironment due to tlic Avar has been altogether reassuring. If tlie eonneclion 
AA’ith GoA'cniinent Ava.s a strength to the raoA'cment in dealing A\ith the hanking 
crisis, it Avas probably a source, uj) to a certain jjoint, of Aveakne.cs in conno'.- 
tion AA-itli the AA-ai'. llie effect of the Avar Avas hoAvever felt le.ssin ;i Avajit of 
confidence in the cst.ahlished GoA'crnmciit tlian in the indirect influence e.vercbed 
by the altered prices of agi-i'juKural in-cduce. It Avas not Iherefoie by means 
of a AvifbdraAA’al o]’ .sto]q)age of depo.'^its so much as by a Avant of casli among 
the peasants for the repayment of loans already out that the Avar im])aired the 
position of societies. There AA'as it is tnie in some places and e.speeially in the 
first tAA’o months of tlie AA'ar a temporaiy tendency to Avilbeb-aAv existing depe.sif.s 
and a temporaiy cessation of ncAv depo.sits, but tlie di.sturbance thus occa.^ioned 
soon passed aAA'ay and affairs had resumed by the end of the year a normal or 

ulmcst normal situation. 
As Avill be seen by the 
figures in the margin the 
amount of money in de- 
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* IncladcB fibres for 3 VnEon^. 

Tlie fibres bhoirn in the annual return has hecn rerised. 


reached a total closely 
approximating to the 
noimaliate of increase. 
In one or two provinces 
additional deposits A^ere 
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encouraged by fbe gjant of liislier rates of interest, but fbis step does not 
seem to bare been so generally adopted as the circumstances might have 
justified. The tnie efi'eet of tlie nar Tras displayed in tlie influence of 
prices on the sums due for recovery from borrowers. The marhet for rice, 
for instance, was seriously aftected in Burma, that for jute in Bengal, 
that for ground-nuts in Madras and that for cotton in Noi-thern and. 
■Western India. Becoveries ihcrefore were lower than had originally been 
anticipated, .and if the fall in the prices of the autumn crops had been 
followed by a bad wheat crop in Jsoilhern and Central India the general 
effect might have been much more serious than it has been. 


Fbwncial aid hy Government. 

212. Unlike mest Eiu-opean Govermnents, the Government of India 

has hitherto closely adhered to the principle that it shoirld abstain from 

giving direct financial aid to the move- 

nree departures of Gorernmeaf from its attitude, however, it 

attttnae ofjinanetol tsofn/toii. 

has admitted of departure on thi-ee diff- 
erent occasions. It has allowed itself to make initial advances to encoiu-age 
the establishment of new societies. It. has in the case of one Provincial Bank 
(the Central Bank of Bombay') agreed to guarantee interest on debenfmes 
issued. And it has lately in two provinces made special advances to meet 
difficulties caused by the war, 


213. On the introduction of the Act of 1904, peimission was given to 

Local Governments to advance to any 

(f) Advances ht/ Gorernmeiit to nascent iiu*al societv a sum not exceeding Es. 
societies * ^ 

2,000 and not exceeding the cajntal sub- 
scribed or deposited by the members themselves, to be held without, interest for 
three years and to be recoverable thereafter in ten annual instalments with 
interest at 4 per cent. The conditions attached to these grants were in some 
respects relaxed in later years, but the total amormts so advanced were 
never very large, and the practiee of making them has gradually diminished. 

The figures in our retiuns include (es- 
pecially in Bengal, Burma and .Vjmer) 
consideiublc sums given as agricultural 
advances under the ordinary law, to 
which reference has been iiiadc above. 


ifTAScrp T»r«:fO 
Tnc TIAS TO 

Year, ~ 

rrimaTv Aarri- rtimary lu-w* 
cultural AcTJCuUuTal 


IIxThS 

\0 

iriM= 


iir 

I ft 
1 J.' 
r.t 


1\V 


LeU.-. 

•f4 


The sum given out to agricub ural societies 
under tbe order's of 1904 after e.vcl tiding 
Government agricultiunl advances did 
not in 1913-11 exceed some Bs Iti.OOO 
while Bs. 21,900 was given f>ut on 
similar conditions to non-agricubuinl 
societies. These advances were intend- 
ed primarily to start the nvjvennen: in 
its inlancy and to initiate ntw sceietits uhicli otherwise would have fiib-d 
to raise tbe requisite capital. Tiny have for the nifst ]>nit <^e:ved i 'r 
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tuviT and -wo I'onnd tliat tJicy -wevo almost oYniy3v]ici*o l)cmg inpnid -witJi 
punctuality. Sonic pTOvinces have now ceased J’roni making thoin, and in 
view of tlic. largo number of ilnancing agencies now available roconi’so is 
seldom had- to fresh advances of this kind. They can' be justified in oorlain 
eases such as the initiation of societies among very poor castes or among 
hill trilies which could olVer little or no material security, and they are now wo 
believe mainly confined to tkis typo of society. The tcmjilalions to abuse 
this class of advance n-hich undoubtedly existed in the early days of the 
movement have now little or no force, and experience has .sbowji that the 
poAver of utilising such adi'ances may safely bo left; in the hands of Local 
■Governments and llegistrars. A\'c Avouhl therefore arlvocato no eha.ngc in 
the existing rules regarding these initial advances, but Avc believe that; they 
Avill be even less used in the future than in the ])ast. We may add 
that there is no reason for eonlining such grants to credit societies and they 
are equally useful in .societies for production and distribution. In the case 
of insurance societies, hoAvever, such aid ns may bo giA'en by flovcrnmont 
should AVC think be given as suggested by ns in jiaragrajih 12 aboA'o by 
means of a guarantee or loan in aid of reinsurance. 


{iij Ciitaraii/ce of iiitcresl, on ilcii'iifnm. 


21l< The second de])arlure AA'hich the GoA'ornment made from 
its attitude of llnanoial aloofness aaois in connection Aviih the 'foundation of 

the llomhay Central Bank in lOll. This 
Bank Avas authorised to issue debentures 
carrying interest at -.1' ])cr cent, a rate Avhieh Avas guamntecd by the 
Secretary of State on the security of lh(5 Pi'OA'ineial l{eTonuos subject 
to a detailed agreement Avith the Bank Avhich Avas intended to se- 
cure the co-oporaliA'c character of its activities. This guarantee is not 
a serious financial liability to Government, and it enables the Bank to 
obtain long term money at t per cent Ai'liich Avould otherwise haAm been 
only obtainable at a per cent or 51- per cent This example has not, hoAvevor, 
been folloAA'cd in the Provincial Banks est.ablished in the Ccntml Provinoes 
.and Bihar and Orissa. 


213. The third occasion on AA’hich GoA'onnncnt has giA'cn direct llnan- 

(iial aid to co-operation aa’US after the outbreak of the Avai* commencing in 

August lOl li. In vicAV of the lack of 

(///) .■Idvanccs lo niceU/i(J silnaliou enuml ■^vhicb AAUS OXllOCled to result from 

hy the itaf. » 

tlic AA’ar, either diroclly from AA’ant of 

fresh deiiosits or indirectly from delay in the repayment of loans, the GoA’-ern- 

mont sanctioned some small adA'.anccs to the moA’cment in the autumn of 

1911-1015. The adAmneos amounted to fiAm lakhs of rupees in all, of AAdiicIi 

three lakhs Avere sanctioned for one province .and Iaa'o for another. Of the 

amount sanctioned for one of these Provinces 2*.33 lakhs only Avcrc distributed 

at l>} jier cent lo Iaa'cIvc ins lil ul ions, AA’hich nliliscd Ih.cm either in loans for 

cultiA’ation or as a reserve lo meet AviihdiuAA'als of deposits. But the AA'itJulraAAnls 

Avere less licaA-y than had been exjicctcd and although rejiaymcnt oJ! the ailvanc- 

cs AA’as to haA’C been made in Iaa’o moieties due on .Inly 1st 1915 and 1910, 

respect iA’cly, a sum of. 1‘12 lakhs had already been repaid before April 1st 

1915. Of the tAA’o lakhs sanctioned for the other ProA’inec, one lakh intended 

for tlic lielp of agricultural societies AA’as not actually draAvn. TJio other lakh 

Avas distributed to six insiitulions at 0 per cent repayable at call, hut ’OS 
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only was utilised and of tliis '15 uus mrested in Goremment paper, u-liile 
•02 had been repaid by April Isfc, 1915. 

216 Ipart from the forms of subsidy outlined in the three preceding para- 
graphs, the Government has never talcea financial responsibifity for the move- 
_ ment. But the connection of Government 

Fresetttjiosition of Government. co-operalive banks and societies 

in the way of audit, supervision, and contiul is so close that there is a general 
impression among those interested, that Gevemment could not afford to see the 
movement collapse and that the finances of bants and societies are to all 
intents and piuTioses backed by the Slate. In some cases the banlcs and even 
the Government officer's connected with the movement have taken advantage 
of this •impression. In other's they have done what they could by precept 
and advertisement to counteract it. But the fact remains that the degree 
of ultimate responsibility attaching to Government is at present uncertain. 
In a circular, dated February 5, 1914 which dealt with agricultural grants, 
the Government of India expressed a u-ish that in cases where owing to general 
scarcity the funds of societies have become depleted, special reference should 
be made to them, but no fiu'ther indication has been given as to the 
possibility of their coming to the assistance of societies or as to the jri'inciirles 
upon which such assistance would be given. The attitude of the Government 
therefore is that it disclaims aH financial responsibility and makes no 
definite promise of monetary support. This policy is based on a desire to 
establish a genuine co-operative movement which shall be self-contained 
and self-supporting, and, in so far as it represents the rejection of a system 
of money doles or vmdue special concessions, it ax>pears to us to be a correct 
and dcsu'able policy. It is with the same object that we have put forward 
omr numerous sugges'.ions for the improved constitution and improved manage* 
ment of co-oporativo institutions. 

217. Among our suggestions we have insisted upon the necessity for 
J)t(ftcnU;i o/proviiliiig adequate Jliiid the provision of adequate fluid resources, 
icfioiircts. jjigp I'ccoguise tliat this may 

not in all cases bo easy or possible, and that an increasing difficulty will be 
•experienced as years go on. The mai'gins between the rates at which co-ojrera- 
tu'c banks borrow and lend are smaller in some provinces than in others, and 
in provinces in which these margins arc very small local conditions may 
pei'haps make it impossible to raise the rate of interest charged to primai'y 
societies and by tlie latter to their members. ^Moreover as the movement 
extends thovc is little doubt that, as has been the case in other countries, 
the large margins which exist in some provinces will inevitably contract. It 
is in ffict extremely doubtful whether the present co-operative bankinc' system 
in India, if expected to be self-contained and self-supporting, can provide fluid 
resource to the extent necessary for safety and stability. 

21S. A feature common to every pmctical system of banldng and 

l'".cer!ati:(ii of reUance on Vttfeiilc Credit is that the bulk of the fimds 

is invested in loans rex>rescnted bv 
lulls, promissory notes, or other convertible or negotuible instmments 
possos.sing a marketable value, or covered by the deposit of seem-ities 
which can at any time be realise! in the open market. De- 
prived of this essential feature the organization of finance u-ould be 

•11 
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rigid, and Avillioiifc elaslieily it -would bo I'litilo. Co-opcrativo banicing is 
of course, business of a special kind witli inetliods and i(;{;bnique of its 
own. But tlici’o is no gi'eater fallacy than to supjiose ibat co-opei’alivc 
banking is not governed by Ibo same basic laws of iinanee as oj-dinary 
banking. It is liowevcr undei' tbc sjieeial disability ibat I be securities 
wbicb it bolds foi* its loans, namely, Ibe ])ro*notos of jirimaiy Societies, 
arc incapable of being lurned into cash in tlie oi-dinary markel. It is (I'ue 
that some co-operative banks have succeeded in cslabli.sbing business i-ela- 
tionsliips with Ibe Pi'csidency and .Toint Stock Banks. 'I’liese )-elations have 
not however taken flic foi-m of discount of societies’ jiaper, but Iiave been 
.in tlic sbajic of loans or ea.sh credits for definite amounl.s, wbicb in some 
cases have been backed by the deposit of the jiro-notes of societies . and in. 
some eases have been secured by the pei-sonal guarantee of men of siibs- 
lanec connected Avilli Ibo co-ojicrafivc bank. "We gi‘/i(efu]ly acknowledge 
Ibat (bo assistance given by the Pre.sideney and doint Stock banks lo (be 
movement lias been of great value, both direct and indirect. On Ibe otber 
band, wo must not be blind to the fact that all (be I’rovinces have not 
been equally favoured, tbat ibe eontinuanco of Ibc sujijiort of Ibese banl.*s 
is uncertain and, to a I'cry great extent, dojicndent ujion jiersonalities, and 
tbat tbc needs of co*opci'ative institutions will increase far more rajiidly 
than (be amounts wbicb reasons of busine.ss expediency Avill jieimit (be 
Presidency and Joint Slock banks fo jilacc in co-operative investimaifs. 
In fact, altbougb wo recognize Ibat tbc bel]) of commercial banks is- 
a most useful adjunct fo fbo rc.sourecs of fbe co-ojierative banker, we con- 
sider it unsound and dangerous to iilncc too mucb reliance on siicb belji, 
or to cxjicct fbat fbey will take uji to any ajqirceiable degree tbe businc.ss 
of discounting tbc paper of .socictio.s. Kor is it to bo cxjieeled tbat Ibe Pi-o- 
vincial Bank witbout any guarantee from Government like fbat given in 
Bombay will be able to raise its caiiifal at rates so subslanfially lower tban 
Central Banks as to enable it fo solve tbe difficulty of Auid resource in jiro- 
I'inces wbero fbe smallness of margins embarrasses the Central Banlcs in 
this rosjiect. 

210. This defect in tbc .system of Indian co-operation is one wbicb. 

miust be palpable fo fbe students of 
System in Euiope, European co-operative systems. Tiie 

same difficulty has been experienced in all European counfrics and in no 
country lias tbc movement been financed on any but a A’cry restricted scale 
by Joint Stock banks alone, while in every countiy in wbicb tbc organisa- 
tion of co-operative banking and credit has been accojnplisbcd with success 
it has been found ncccssaiy fo provide citber a special apical slate-aided 
institution or to make arrangements whereby tbc exisling stale bank undci-- 
takes to perfoim tlio functions of such an institution. And bccauso agiicul- 
tural paper (represenfing as it docs securily wbicb is J’cmofc and incon- 
venient to realize) is not gcnci'ally acceptable to ordinaiy banks it is fbo 
most important function of such an institution (o re-discount tbe p)'omissojy 
notes or bills of primaiy societies wlicn endm-sed by co-operalive central 
financing agencies. It must be i)lain to tboso who liavc studied (bo pi-ob- 
Icms of co-opei-afivc fmance tliat on the facilities pj'ovided for re-discount 
rests tbe in-ovision of adequate fluid resource, and tbat witbout tlicse faci- 
lities all Euroj)can systciiis nould be impossible. Tbc dcvclopjncnt of Indian 
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.societies tliem- 

co-operalion lias resembled iii many respects tliat ol the systc^^^ 
siblc in the move backAvard coimtrics of Europe, where genci. 
bear a close resemblance to Iboso now existing in India. and sup- 

dilVei-encc is that there exists in India no agency wliich can be Jchids 
to provide the facilities of re-discount for co-operative banks, and th, 
give to then- finance that elasticity without wbicli present stability and 
safe progressive development of the co-operative movement aiipcar to be 
difficult, if not impossible. 


220. The qucslion of the agency ivbicb could most suitably discharge- 

this duty is a difiicult one. It is as- 
PcsMlc reucdics. pointed out, in the highest 

degree improbable that the commercial hanks will voluntarily undertake 
the work. It may perhaps be possible for some, arrangement to be entered 
into with the Presidenov Banks under Avhieh Ihev will undertake the dutv 
of re-discoimting agricultural paper for Provincial eo-operative banks. Pailing 
tliis, according to the European precedent, the only alternative solution 
appeal’s to lie in the establishment of a State co-operative apex bank. There 
areof coui’sc other advantages, bc!<idc the provision of the requisite financial 
stability, Avhieh Avould accrue to co-opemtion from the foundation of such 
a bank, but we recognise at the s:imc time that there are grave difficulties 
from other aspects attendant upon the proposal. "We therefore feel the need 
in which ave stand of further informed advice from outside authorities 
and ill the absence of such advice avc hesitate to place before the Govern- 
ment any discussion of arguments or any tentative plan of our oavn. IVc 
are, hoAvever, gi’catly impressed by the difficulties Avliich threaten the Avhole 


co-operative finance of the country, and avc consider it necessary to place 
our view of these difficulties A'cry lu’oinincntly before the Government in 
order that such further stciis may be taken as GoA’crnmcnt may consider 
necessaiy in order to secure a careful examination of this question and- 
a satisfactoi’y aiTangciuent for meeting this serious deficiency in the existing 
co-operative organization. 



CHAPTER VI. 


SUMMARY. 


232. We liaA-e in the first chapter of lliis Report given a hrief .skefcli of 
- ,, ,, . „ , T. origin anti progress of co-oijemtion in 

Societies ot/ier inaii agneitltitml credit t t • r n i 

. , r India, tJie passing of the Acts of 190X and 

societies, GAapter L „ , 

1.012, and ilie reasons for the constitu- 
tion of our Committee (paragrajihs 1-— 7). M'ith the establishment of Central 
^nancing agencies after the iiassing of the Act of 1912, there arose a 
special class of difficulties in connection uith tlie co-ordination and financial 
position of the various parts of the co-operative organisation, and our 
Committee while authorised to examine anj important aspect of the move- 
ment was intended mainly for the suggestion of measures to meet ' tliis 
■class of difficulties. 


Of the llijoGG co-operative societies in existence in British India in 
1914, no less than 13,715 were societies which had been started to provide 
Agricultural Credit and in dealing irith the questions before it the Com- 
mittee has in the main confined its remarks to those societies which came 
under this category. Much excellent work has been done by societies 
■established for urban credit or for objects such as the piu’chase of instru- 
ments and seed, the pi’oduction and sale of produce, the insurance of cattle 
■and the like, and it is not improbable that the greatest developments of the 
future will be connected with this class of co-oxieration. In view, however, 
■of the j)i’esent jireponderance in the number' of agidcultural credit societies 
•and the similarity of the general principles which guide all classes of co- 
operation we have contented ourselves ufith a comparatively short exam- 
ination of the ‘ non-credit ’ and ‘ non-agri cultural credit ’ aspects of the 
work (paragraphs 8 — 19) and have dealt mainly uitli the institutions estab- 
lished for providing agiicultiu'al credit. 


233. These institutions were at first left — and we think rightly left — to 

develop on independent lines in different 
parts of 'the country, but the stage has 
now been reached at which further 
haphazard development can only be attended by complication and danger 


T/ie various ilasses of agrieultuTal 
credit institutions, Chapters II — IV. 
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In the forefront of these institiitions are the primary credit societies them- 
selves 13,715 in nmnher, and in some provinces attempts have been made- 
to cri-onp ’those societies for financial purposes into guaranteeing or other . 
Unions. Ihove these societies and Unions, balancing their funds and sup- 
plying them rvith capital, arc some 189 ‘ central hanks ’ of various kinds- 
and above these a 2 :ain, performing in some degree for central hanks the same- 
function that the latter do for societies, we find in five Provinces a ^ series- 
of institutions u-hich avc have classed together as ‘ Provincial Banks.’ ."We 
have dealt rvith these three groups of institutions ia the second, third and 
fourth chapters of our Bcport and in each ease tve have examined separately 
(ff) then eonstitution and management, (6) the composition and employment, 
of then’ capital and (c) the maimer in Avhich they are audited and sujiei- 
vised 

234. TTe have enumerated (paragraphs 24—30) the requirements vrhich. 
w-^. Cvn’^iiftifion oii'i — have in our ojmuon to he met in older 

aicourar/tmeiif of eo-opfrutire tlemeni- primary societies may he truly 

co-operative in their constitution. U’e have pointed out the extreme care- 
Trliich is necessary in the formation of new societies (paragraphs 24 and 
39) and have indicated the principles upon wliich a decision should he 
reached as regards the area and size of normal societies (paragraphs 25 and 
26). TTc have fiu-ther urged vP^^nigraiih 30) the extreme importance of 
systematically inculcating the main prineiples of co-ojieration, both before 
and after the registration of a society, and have pointed out the increase in 
efficiency and financial stability that must result from such teaching. TTe 
have described (paragraph 101) the guaranteeing unions of societies which 
are found in Brnma and elsewhere and have suggested their extension to 
other Pinvinees. as an intermeliary between the society and the Central 
Bank. The Central Banks themselves ai*e at present of three classes accord- 
ing as their shareholders arc entirely individuals, enthely societies, or partly 
individuals and partly societies : and while advocating the disappearance of 
the first class and the ultimate adoption of the second, we have held that for- 
the present the third or mixed form of constitution offers the best advant- 
ages, if due provision is made for enabling the co-operative element to- 
seciu-e at once a preponderating and ultimately an exclusive control (para- 
graphs 105— 107). IVe consider that for each Central Bank a definite ai-ea- 
corresponding as far as possible with administrative units should be assigned 
and we have calculated that the most economical size for a Central Bank 
is one that deals with not less than 200 to 250 societies (paragraph lOS). 
U e hold that all credit societies (or at any rate aU agricultural credit 
societies) within the area of a Central Bank should be shai-eholders in the- 
Bank and shottld have no dealings Avith other financial bodies (iDarasraph 
112). To balance the excesses and deficiencies in Central Banks and to 
supply them with fimds we would advocate the foimdation at an earlv 
date of a co-operative institution at the head of each Province which 
does not now possess one (paragraph 166). These institutions should, 
m om- opinion, be composed not of individual shai-eholders onlv, but should 
have a mixed constitution in which individuals and co-opektive banks 
should both be represented and in n-hich provision should be made for 
enabling co-operative banks to obtain within a short time the confeol of the^ 
general meeting though not necessarily of the Directorate (paragraphs 169-171) 
The constitution, in fact, of co-operative institutions at all stages should in. 
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■our opinion, "be such as -will ensure true co-opeinlion and such, as seeuie 
assistance fi'om middle class men of education, and ■\vhci‘e possible from, 
business experts, mthout endangering the ultiuiate object, in' rien-, -which is 
the concentration of the control in the liands of tlie co-operative institutions 
themselves. 


235. The capital of co-operative institutions is composed mainly of shares, 
B. Compoiition and emplofftaeni oi deposits and loans, and the liability is 
capital. usually unlimited in the case of primary 

.societies, while it is always limited in the case of Central or Provincial Banks. 

AVe have described the ditferent systems upon which shares are 

now taken in societies in certain Pro- 
vinces, and while indicating the cii'cum- 
stances under which we Avould advocate the introduction of a share system 
where it does not now exist we have recommended no general change in this 
respect (paragraphs -1-2 — 11)- case of individual shareliolders in Cent- 

ral and Provincial Banks, we recommend that as a general rale there should he 
one vote per man and no preference shai-es or reserve hahility, wliHe in the 
case of societies which hold shares we w ould make the holdings of the societies 
proportionate to boiTOArings and permit of a portion only of their shares 
Ijeing paid up (paragraphs IIG— 121 and 172). For institutions of all 
grades the amoimt of dividend must, in our opinion, he limited, and we 
have indicated the principles upon wliich the limit should be imposed 
(paragraphs -ly and 123). 


Deposits have hitherto constituted, except in the Punjab, a compar- 
atively small poriion of the capital 
Bepomln. priinaiy societies and we tliink that 

so long as deposits in such societies arc of a local character every effort 
should he made to increase their amoimt (paragrapli 18). all sums re- 
ceived in excess of tlic needs of the .societies being duly forwarded to the 
Central Banks (paragraph 52). TIic jwi-iod of deposits accepted by Co- 
operative Institutions of all kinds sliould ordinarily be for as long as pos- 
sible (paragraphs 50, 130 and 171), but there are certain circumstances in 
which it would be legitimate to i-cccive short ternj or curi-ent or savings 
deposits— (i)aragraphs 51, 127— 2S, 130 and 171). The class of depositors in 
primaiy .eocictics diffej-.s somewhat from that dcfiositing in Central or Pro- 
vincial Banks and wc have indicated the difference which this may entail 
in the arrangements for repayment (paragraphs 51. and 132). We have also 
stated our views regarding the circumstances in which Central Banks would 
be justified in attempting to raise money by debentures (paragraph 1.37). 

Lams received by the Provincial Eank.s from 3’rc.sidency or Joint 

Stock Hanks, and tho.so received by 
Lovftosodri!^,an.n,anh. ]>rcsidency. Joint 

Stock or I’rovineial Banks arc generally though not always in the form of 
ca,sh credits, and we have jiointed out the eonvenience.s, and at the .‘•amc 
time the uncertainty, attaching to thi.s form of advance from banks outside 
the movement, (paragraphs 131—35 and 1751. The advances made hy Central 
Banks to societies on the other hand aiu onlinarily in the form of a loan 
for a term, and Ave have descrilicd in .“omc detail the manner in ivliich the 
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creilit of societies should for this purpose he assessed, tJio periods foi* M'hiah, 
the interest at Arhich and the secmih' on avMcIi sivd) loans should he 
"ivcu, and the manner in Avhich their veaovcry sJioul'l he enl'oj'ced (para- 
graphs 110 — ol). 

The pi-inciples on irhiclz societies should in their turn ic/fwi loam 

, , to members haA'o also been exam infill hy 

i.oir.f to najoert. •> 

US at some len^h 'We v.'ouW txJlovt 
sufficient cash to be kept locally to allou* of urwnt loans hein" 'riven, 
(paragraph oS;. and ^re recommend the use of pj-omissojy notes find of 
members* pass booKs 'paiagiaph GO), The total borrov.ing po-.ver of the 
Committee and the normal niajdmum honw,imc jwer of (tfieh member 
sho:ild be assessed beforehand by the society (pajagjapb T>U) and '//e have 
suiTiresred the adontion of a sv.stem under vrhieh the ne,’'/o'J of a Joan. 
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a (lisanaTigement ol' existing financial conditions and will in jnany cases involve 
a consideiable raising of existing margins, but we are convinced that t})ey sliould 
be canied out as soon as circumstances permit and before tbe natural 
fall in margins renders it difficult, if not impossible (paragj-apb 158). 

We have added some miscellaneous suggestions regarding tbe use of 
„ , profits for charitable purposes or for 

JUtfcellaneons stmesttong. t r.T t , p , « , 

tlie establishment of separate funds 
(paragraphs 85 and 101), the employment of superfluous money (pam- 
gi’aplLs 159 and 178) and the introduction of a special pj-oeedui-e foj* rceoveiy 
in liquidation (paragmph 87). 


C, Audit and Hnperxinion. 


230, ire Iiave then drawn attention to the vital importance of proper 

audit and supervision (paragjaph 88). 
In the ease of Central and J.b'ovincial 
Banks we suggest that tbe foi'mal audit of accounts should be done on 
payment eithei- by professional or by Government agency, the further examina- 
tion of the condition of the banks and their general supervision being entrusted 
to Government agency (paragraphs 162-6.3 and 17.9). For primary socieljes the 
audit should include not only the accounts audit but a fuj-ther examin- 
ation (paragraph 91) and these duties should be cai'iied out by a staff of 
auditors approved by the Begistrars and maintained by the societies tircra- 
selves (iraiagraph 94) : the work of sujrervisron being srraiJai'ly entj'ush;d to 
a staff paid for- by the societies (pai-agiapJi 98). TJje auditing staff -rvould 
be on a provincial basis and under* the ultimate control of the Begislr-ar 
(paragia])hs 92 and 94), who would also enter*tain an adequate Government 
cslablr-sliincjit on a scale suggested by us for* maintaining a super-audit or 
second audit of societies ('irar*agi’aph 93). We have added suggestrorrs 
regarding tire use to he made of audit reirorts (j)aragj*aph 96), the pulrlication 
of balance sheets in Central and Provincial Banks (paragraphs Ifif and 180) 
and the pi*ej)ar*ation of .tlnnual and Quarterly Ptcturns {])aragr*ap]is 99, 105 
and 180).- 


237. In our* fifth cJiapter* we have examined a spfjcial class of questions 
PuCfic Aid. ChapUr relating to the degree in ivhrch the 

co-ojrer*alive movement slrouM r*ecerve 
administrative and financial help fr*orn the Government. We have suggested 
no additions to the special conc«issions per-mitted hy the ^\ct or* to tbe 
concessions in I'cspect of remittance, savings banks accounts, eto., ■wbicb have 
been depart nif-nt ally allowed to soeielies (paiagiaplis 181-182], but we have 
examin<*<l tiie relation of Government and its servants to the movement in 
other r*f;s])ccts. 


Tire r-ules pr-esci-ibing the altitude of Gover-nment .Ser'vaiits as memhern, 
fJocerur.-euf SfreanU and Jji'irtci director's and depositors r'espeefiveJy to 
Ofeer*. var'ious classes of co-ojrerativc iristilu- 

tions .'ijrpcar* to us io he geirej-ally suitable, hut we Jrave j-ccommended some 
minor changes whicli appear to us advisable (par*agjaphs 18^-7). The 
relation of the Bistiv'et 0/ficei*s (and in .some eases of .Suh-dfvision.a] 0/ficerSj 
to tlie movement has aW.» been r-e-examined and while (lepreeatia^ any 
devolution to the Di^ti-ier Officer's of dutic-s under* the Aeti/j the 

ll'* 2 i‘'t:av- or any g<.*iier-al arrangement for making him ex-offioio a 'iJii-etitor 
or Cliairman of the C«nti*al Bank at District Jfriadquai*{ei‘s, we ivould wish 
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]nm U> be ensitled to Jitleiul all of Cenlral Bank in liis jurisiliclion 

(jiaraiira])bs If^S-lOO). 

IVe have staled in pavairi-aidt HO in Ihc? seojnd (dnipter of tlic 
31ep;>vt. onr vicns as to tlie seale on wliicli tin; conlrollinjr Ciovenunont stall: 
'IW nc^h;r.:r, Jhnioinien! sbotlld 1«! Ilxcd, and AVC- havc in tllC 

i!'l .fth'i't'r to dormnurnf fH’ih «*lia])tev explained the duties and 


iiH'i 


qualilications nquiml of llie Beiristrai^- attd .Injjil Ilegistrai^f. IIk* stains fluty 
should hold, the pay and allotvanees nhich in our ojiiniftn fhey slionid dran*, 
and Ihi' arnin|;enieiits Avhieh shonhl hi* made |o ])rovid.'* fpialilied siiecessot-s 
for vaeaneies in the post as well as for making junior civilians avqnainicd 
Avilh the principles of eo-oper;tfion (pavai^raphs Itfl-lOlit. 1\ <* haA’c further 
exainiiu'd a pmposal Avhieh has sonu**inus he(*n put lorward lor ilut t.’O- 
ordinaliou of certain economic deparinumts inclndinir those of Co-op(.*ration, 
.\«_nicttll\tre and Industries tinder a sinu'lc oflieer of hierh standini: in each 
Province and have ivcommeitded tha: a move l»c juadc in this direction as 
o|tlioituuity olTer- ( paraiiiajihs We have then pointed out, tlio 

need for closer eotUrol hy ( loverniuenl. oA'cr the objects for Aihich the co- 
operative organization is utilized and oA'er tlie financial arnnureuienfs of the 
inovenieni. To meet, the former need we ju'opnse cert.’lin rules and iiyelaivs 
to dclinc accurately the ohjei’ts and a*'iivilies ol co-opejaiiv<* institutions 'jiani- 
Uiaph iUl't and to luce! the laMer we suinri’st. ilie ajipoinliueUt ol an oflieer Avith 
oo-ojicra;i\e experience to act as adviser to :lie l.iical and Supreme (lovernments 
{.parairraphs 

IndiiA'ci tlnancial assistance has sometimes been iriveii to ilic moA'ement by 
the dciJosif of Court of Wards and other funds over whicli ( ioA'crnmcnt or 

/ bocal bodies hjiAe control, and am* haA'c 
onnetit'inl /c.j.:*. iiidicateil our opinion reirardin^' the <‘xlenf- 

U) Avhivh use might he mmh* of co-ojicratiA'c socii'lii's for the di'posit of other 
jmhlie or 7ue.s/-])uhlic funds (jiaragraph 2uiy We haA'e also suuirestcd that- 
Avhcrc agricultural loans are lieitie; giA'cn hy (loA'ernment on ti large seale to 
meet seasonal distritss or to jiroA'ide for fhe initial expenses of a sehcim* of colo- 
nization, it .sliould h(* open to .societies to ivceiA'e such loans for distrihulion to 
their nu.'inhers, the arningements I'or distribution, fixing of interest and veeoA'ory 
being loft, to the societies (paragniph i07; and we liaA'o suggested a some- 
AA'hat similar jirovedure in the ease of large loans to bodies of men for 
agricuVaual improvements (jiaragraph 20S). 

’V\ e have then examined the eliect on the co-opera tiA’c inoA'omont. 
of recent famines, of hanking erises and of the present ayua* (pamgmphs 
209-211) and aa’c have explained tliat the Government has hitherto uiA'eii 
direct tlnancial aid to Co-operation in three Avays only, ch., (/) by the 

I'iiiaitci.ti n'.y,otisil>il!t// of doreni- grant of initial advances to ncAV socio- 

tics, [ii) hy giiaranlocing the interest, on 
the debentures of the Bomba j Central llardv and (t7<) by special advances in 
tAvo Pj-oviucos to meet ditllculties anticipated m connection Avith Avar (para- 
graphs 21o-21o). Ml! hcAC expressed our concurrence Avith the present, 
policy or Goa ernnAont so far as it repi’cscnts a rejection of the sA'stoin oE 
money doles and of uniiuo concessions, but Ave have pointed out, that in order 
to make the movement self-sufficing it AA’iU he necessary to provide some 
means of ro discounting tiie pro-notes of societies either tiii-oiigh the Prosiclonoy 
Banlcs or iiy means of a State Co-oper.itiA*c Bank, and wo have i-ecommr -tod 
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that a careful exainination should he made of tliis question (paragraphs 210- 
220). 

238. In order to assist in ihe disposal of our lleport '^^’c liai'C dra-\vn up and 
Catalogue of recommeudations and printed as Appendix III a comprcJien- 
opinions. }.3ve catalogue of om- recommendations 

and opinions, and -we hare submitted separately our tentarive suggestions 
regarding the manner in ■which eacli item in tlic eatalogue should be dealt 
with. 


230. In conclusion we desii'C to take this opportunity for ex])i'essing 

our appreciation of tlie valuable assis- 
onc iistoii. tanee rcndcj*cd by our Seci-clary Mr. 

R. B. Ewbank, I.C.S. In view both of his personal qualities and of his 
previous experience as a Registrar, he was admirably fitted for his duties in 
connection with our Committee and we are greatly indebted to him for the 
help ■tv’Mch he has given us. 


(Sd.) E. I). MACLAGAX. 

„ LALUBHAI SAMALBAS 
„ A, E. ENGLISH. 

„ E. E. LYALL. 

„ E. W. JOHNSTON. 

„ W. RENWICK. 

„ MOHD. AZHAR ALL 
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APPENDIX I. 

SYSTEMS OP OBNTRAL AND PROVlNOIATi BANKING OBTAINING- 
IN THE VARIOUS PROVINCES OP INDIA. 


I.— MADRAS. 

A.— PKOYIXCIAL BANK. 

1. Svafea in force . — The lladras Central Urban Bank was registered in 1905jandorganiz^ 
originaflv as a Pro^-incial Bank for lending to primare societies throngbout the province and is- 
now onlv istinsruisbed finm other CentrarBanks br the fact that its loans are made over a 
wider area. 

It lends cbieflv to primai-y societies in districts {eff.. Cbinglepnt, North Aicot, Sonth Arcot, 
Anantpm, Kistna’ Godavari/ Ganjam, Vizagapatam. Nellore, Tinnevelly and Cnddapah) where- 
tbere are no Cent^ Banks, bnt also it occasionally lends to other Central Banks on the secniity 
of the pro-notes of primary societies, and it lends to its own individnal members on the security 
of their deposits. In no case does the Matlras Central Urban Bank grant cash credits.. 
Loans to societies affiliated to Unions are granted by it on the recommendation of a 
Union which, however, thereby incvu-s no financial responsibility For every other loan 
advanced, it requires the Registrar-'s separate ree-ommendation. Before granting this the 
Res^strar enquires into every application through his own staff and it is on this enquiry that 
the Pro\-incim Bank chiefly relies. Asset rnluation statements are prepared, and as a rule loans 
are not sanctioned up to more than ^tli of the valuation of assets, though in some cases the 
proportion rises to ^th. Prop.iganda work is done by the Government Inspectors and also, but to 
a smaller extent, by the staff of the Unions and 3 of the Central Banks. Organisation is 
usually done by Chief Inspectors. Projiaganda work is not done by the lladras Central 
Urban Bank. 

2. Ccufithifion and Management . — ^The shares are all ordinary shares held by individnal 
shareholders (SOO in nmnher). There is no representation of societies on the Board of Directors. 
No field staff is maintained, but it is proposed shortly to employ 3 touring inspectors. An office- 
staff is employed at a cost of Rs. 1*2,507, which is engaged wholly in accountancy and banking- 
work. The bank receives no State subvention. 

a. Atsels and Liaiiii'.iss . — ^The balance sheet of the Bank stood on June 30th, 19 1-1-. as- 
follows : — 


Labilities. 


Assets. 


1- (FiJly Paid) 

i tVrpsrs 

S. .irtsrsT oa Deposits 

s- pl;;nlitatio\i Valid 


aad iloivv\>i im.vidilii (III tUo piv\bni« 
T=as) cat uot yet I'liiiiiii'd. 

Interest oil Prepidd ('idl« mi tilniiim piyiddo (111 

-br pteTious yeiivB) imt iinl i>l ididiiii'd. 

S. tapiciyces* Vvoildi'id Viilid 
10. OverdTaft fvoiii llii< Uiiidi id' Miiitl'in- 

11- 0:i»r items a,. lai ••• 

1^ 'Ztaiancebriiii};bl fitiiiiiid l,Vtii 1) to 

liet prolit fall' tile iiim' -la 


Its. .\. 1>. 
UaOOatXXi 0 0 

lai.ot.iii ts t! 
tCaOSO 1 1 0 i 

oa.otx* 0 0 
ao.otx> 0 0 

O.tH'0 0 0 

«'.'7 I a a 
1 tr. H 
i.two « f> 


l. Cnsb mid Petty- Cash on 
iiiind. 

a. laiimis Outstiiiidiiijr 

!t. llitevest eatiied 

•t. VimhI llepsit witli the Ibnik] 
or Miidviis. 


Es. A. r, 
u,o50 4 2 

127.35,020 0 6 
Ct.683 r G 
tta.OOO 0 0 


h. Mxi'il lleiHisil witli the 50.000 0 0 
lI|H»'i' Itiii-ma Coiilvnl Co- | 
i>\><<viiti\e Ihuih. laid., Man- j 
diiinv. I 

1 

It. 3J'l. itiiveniiiii'iil of India ! 1.10.2 10 13 0 
t’l-oiidssovy Notes i<rt tie fiu-e 
I viitiii'of Its, l,ir,. 000 . 


i V. Viividliiiv miat fittinj;,. |,.»s 
•.',f.l.r.(iil O 0 : to;;, l>.'nie.iiitleii. 

(Usi to O ; s, ttltiin- iteiiis 


:,:i,ttn ti :• > iM,ii;".i 7 o 

I 

i 

f, |,lt a .:ill.V:l.!i;.l Ja*. 7 

I 


T.-tal 


201 7 S 


,sois. 3 :.a 13 r 


•i-l- 


4. ComposUion of (Japilal. — Tlio «hiirff r*imsiH(.« of lOf) of Hr. .'idO oaoli and 

l/iOOBhiHUsofJls. 100 cacli fully paid up ami it rojdvwnfR S p^r o-mt of tlif linhillUox, No 
•debentures have been issued. 


Deposit rotes are as follows (liirrent, jmt b'ixed, under (! inoiitlis .T |)er 

cent, under 1 year 4 per cent, under 2 years n per „oni, under .’J ye.-irs p'T eent, under 
4i years 0 per cent, in addition to a 2'01' laldis indeferininai)! (reserve funds of soeielieH). 

Hates aro not nianipulaled to eorrospond witli the sfale of Mie Han): or tlie wnrh-l. 

No loans liavn been reeeivi.'d from .Joint SJoel: Unnlcs luit I lie 'naMl; of i\fadra‘! lias {'raided 
SI cash credit of 4 lalclis at .'ij jier cent,* seeiircdon the pro-notes of societi/*s, endorsed |jv Hie 
Madras Central Hanlf, of wliieli 2‘I.‘J lakhs Imd been drawn on June ;{0lh, lOI-t. In addition 
to the nudnawn balanee of this cash eivslit, the* iJauI: held a lim'd re-oiiree eonsistin'' of 
Government pro-noles of the fane value of Its. 1.1.5,000 and a dejiosit of Its. (i;J,000 wilh the 
Bank of Madias. It has also dejiosited Its. .50,000 in the I Jpjs*r Burma Central Co-ojieridive 
Bank for !t years. 


.5. limploifmrnl. nf Capihtl -Ijoaus are {'iiinlHl lo )>riinary siK-iidie.s nominally for 1 or 2 
years, but actually for 10 years, since under the conditions of the loan any jirimary society' 
which repaj's j’j^th of a loan is entitled to an extension for the remainder. 


The Uc'jistror reiiorts that af'ricidtiirol swieties ordinarily n-imy b) central and provinnial 
societies ;lw jier cent of the total demand aindost them annually. Of the loans due to the 
Bank fl'7'l' lakhs are returned as aulhoris'il arrears and .5'27 lal.dis as unauthorised. 

*% iC I yv ■.•.44.X4 ...y .4 A..! . < ! .4 .. .1 


secured on pro-notes and carry a rateof 711 per cent if made to |>riniary societies, and 
7 or 7} per cent if made to Control Banks, .\rrears are nofifii'd to the llee-istrar who em/d/>yfl 
bis stafT in i-ealization. 


(i. Heserm The re.servo fund is returned at 2-.5 percent of the liabiliti>>s, .and with 

the share capital represents 9 per cent of the liabilities. In adflition_ to it a dividend equaliza- 
tion fnnd and. a bnildin" fund are maintained b.oth of which are utilized in the biNinoss of the 
Bank. 

Rs. I'lO lakhs arc held in Government Rajwr to cover 7.5 jier cent of the .11.101* current 
•accounts and Rs. ‘(ii laldis dcjiosit in the Bank of Madras ai-e also realizable, 

7. SiiperJIuom Fiinds. — Ajuit from the deposit in the Upper Bunna Central Co-operative 
Bank, such funds arc used in the reduction of the cash credit account with the Bank of Madras. 
There a]»pear8 to be no paiiicular slack season. 


8. Division of Prof Is. — The shares have for the last few years earned a dividend of 10 per 
•Cent pins a bonus of per cent, A nilo is under the con.siderotion of the loc.al Gor’ernment 
limitin';' dividends to 12 per cent. There is no conlinf'ency fund. 

9. Audit and Supervision. — ^Tho audit of the Bank is done hy one of tlie Assistant Re/yis- 
trars. Tlie Bank does not contribute to the cost of .audit. In ]9I.'5-14, it contributed Rs. ],8:}:{ 
to Unions towards the cost of the supoivision of primary societies. 


B.— C33NTRAL BANKS. 

10. System in force. — There arc 7 Central Banks in the Pj'ovinco,of which four admit indi- 
vidual members only and S admit societies to membership. In all |192 societies are afllHntcd 
to them. There are also 7 Unions, working as lecoinmendatory institutions under Central 
Banks with 149 societies alTiliated to them. As in Iho case of the Madra-s Centra) Bank Ioann 
are granted on the Registrar’s sanction after an enquiry made by his staff, li'our Unions 
-maintain supervisors. The Directorates of Central Banks (except bladras and Tricliinopoly) 
do considerable propagandist work : such avork is also rognlarly done by tlie secretaries of 
the four Unions. 

1 1. Constitution and Atanagement. — The nomin.al aMliie of nharen varicn Trom Jin. 10 in South 
ICanara to Rs. 500 in Salem. TJie more incently formed Banks have made speci.al provision for 
the issue of shares to societies, and whore societies hold shares, they aie entitled to elect 
representatives on the Board of Management. As a rule, the .area covered is a district. The 
Banks are generally managed by an Honorary Seci'clai'j' witli a staff of clerks under him and 
confine the^elves to accountancy and Ranking business. With one exception they undcrt.akc 
also some supervision of pz-im.ary societies. It in umia) to pay i^tli of the net profits to tiio 
Honorary Secretary as bis remuneration. The Banks receive no Skate subvention. 


* Note . — The rate ia flxcil find dneii nnf. vary ivJth the uiiirket. 



ii. iifii^iVrVfVx.— -T!ii‘ <:oiiibin*'cl lialnMo* slii'-'f. ol’ <Ii<* 7 C'<‘n(nil .Unnks sfood as 

follows on Juii'* •'Ultli. lPl4 : - 


I liinliililif «. 



It.. , 


j It.. 

Cf.*5i in hinii 


l.'ini. ntiil .ti-j..*!!)' fftii lii'ii.ii.' lilt f rs ... 

.. I n,rii,y.'ii 


; 

I, '!•!» nii'l •Ii'j. •!(• fr' 111 •"•'i' (if 

... -j.ir.o-ji 

l/aai* liU''- liv n)'''.ir:"'r' .. 


mil il'j. •:!‘i fo iit 111 ' nil ■ r* 

... i r,,a:5,r,i.', 

t.ra'.i* il'ip by nxiflie* . . . 

(.I'tC 

f^t.'irc Cajiii-il ... 

... ' 

3ntrrr«! liii'* (" liankf ... 

4V'l!' 

li!!i .ni'l ‘liri'l'—.'l 'in'" ... ... 


Vnint '.f ‘‘.xV 

.. 

('• ») • f tn-.n-v'n ‘■n! ... ... 

... i7.'i 

0!!.>ri!<!r‘ 

1 j.*-:-.! 

tnlfr i!.:..' 

IM’i'i 



I'ci.-i 

1 1’.oas 



'i 

. "a, 1 


m-.. 

f:. 

... + :'.i.aio 

T, 



... ; a.r.?‘(.C'r!i 


I. ! C r;/’ ■'f'!’’’.' rry.fV.i,''. — In 'l‘nVliiii'iji-4y, ;iii*! Mn'bir.i Hanks tlic shaP’ 

capital /,/»■« n-s.'rvi* fiinil ji'jin-M'jils Jliai) 7 j- i •'fjit «.f tin- rajd'a) l>.rr<>wi'<l frujn »iii*.«ide 
bat in tho n tnaininp llaukv- tin* pr..ji li! ju r*- :!* X > ■ntiir- s Ii:i\.- bc-ai 

jssiual. Pcpa.v'iJs . no' r!ii''lly fr>!n til'' urban c!as‘' •. at rat* s varyiii" frutn f<i (if. 
per cent, and fix-d a® a mb' be 1 ’ V'-ar--. I’riniarv •..-•icii-'s wifliin lli< ir di.'-triclp 

arc abo Kmnd to d"pi--it tii' ir n -' rv fund- wjtli t!i" ('"titnil Hank-. On" ('rntral Hank lias 
a r.x'Ii ca'dit with tli" I’nivinoial Hank ‘I’w*! hav-' <ip'.'i<<I I'.i-ii iT-'dit- with tip' Hank of 
Madras and on" with tli" Indian Hank >'<• r •-•tri''tion‘' ai" jdao.'.l on tli" j> ovrr of priinaiy 
focictics t.itak'' d« po-it-\ 

II. {I'j.'nrtif of ('jj — All ('<'ntnil Ikinks b-nd *•> at 7 1 per oent, after flu* 

fame MKjniry and on tli" faiii" -I'-'iirily as in tin' ca*" of :1|.' Madra- ('"ntml Hank. 'I'lic 
Fyei<'in of r'-paynicnts is tie.' <'anu' but df «• not work iiniforinly in all distriet-'. 

15. it'OTfr* /ij.v// — .^Cn Haul; farri' - iifr'* Ilian Jli" slatnlojy niininitim to rc.servt', but 
in Si-venil ea-f's^ buildin*.; funds. ^■'l!nIn<'n-!;o•ld fniuis and divid'-nd i'.jnalir.:ition fund.s arc main- 
tained in .addition. The o's.'i-vo funds of primary s'victi. s mv lodo. d wifli lli" Central Hank.s 
which finanee them. The re.sorv" fund- of (•.-ntml Hank.s jj,., i„nr;,«sil arc lodged with the 
Afadras Central Hank and all Central Hanks n-" as part of their workinir ciipital the reserve 
fund.s of rith"r focieti.'s which ar'* bid"i'd with them. 

1(1. IHrixto-.i of ProjUr. — llividend.s to members arc shortly to h.- limitetl by mle. 

17. Autltf a'nl Si'p'rriyioa . — The andit of societies if dune by the Hcg’istrar'.s st.afi eonsist- 
inc of CO auditors paid by Government ; that of the Central Hanks by the Assistant Hcgistraiv. 
Two of the Central Hank.s and four of tlir. Unions maintain a staff of l.'i supervisors at a cost 
of Hs. (500 per month. 


II.— BOMBAY. 

A.— THE PKOA'IKCIAL BAKK. 

1. Sj/ifem in force,— 'lHhc Bombay Central Co-operative Bank Limited, was registered. 

in loll, and is authorised to grant loans for periods not exceeding 10 years to any registered 

co-operative society or bank in the Bombay Presidency. _ It has no system of afUliating its 
client societies, of which only 0 have taken shares in it. It deals direct with all societies 
borrowing from it subject only to the restriction that every loan must be granted with the 
previous Sanction of the Registrar. For the purpose of assessing the credit of applicants 
three epecial ALimlatdais, seconded from the Revenue Dqiarhnent are employed under the 
Re-ristrar, and paid half by the Provincml Bant and half by Government. They A-isit any 
■'OcTetv requiring a loan and prepare a valuation statement of the bind held by members,.' which 
thev ■=aibmit to the Registrar together with a report' on the general working of thel'society 
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TIjc Ilfiffifilrar after referrinjv to the audit note and the past record of the society transmits 
the papers to llie Directors of tlie I’rovincial Bank for ultimate decision stating the maximum 
up to wliich a loan may he granted — a figure which generally does not exceed onC'third of the 
estimated value of the property, "When the loan is sanctioned, the amount is sent direct to 
the society by 11, T, 11. 'I'he work of the Provincial Bank is carried on hy an Honorary 
Man,ager witJi a si ail of paid clerks under him, 

2. Gomiilittion and Mauagemenl.—lLho bank is of tlie individualistic type, 865 of the 871 
shareholders being ju'ivate persons. Its directorate is elected hy the shareholders and consists 
of leading business men resident in Bombay City, hut does not include any persons sitting as 
representatives of societies. The working exiienses of the hank in the year 19 1.8-1 4' were 
Rs. 1 4,007 J'eprcsenting *9 per cent on the total worldng caintal, 

■8, and TAalnliL'iea — The b.alanco sheet of the hank stood on March .8 1st, 1914, as 

follows : — 



AlMPtlf# 


ns. A, r. 

It., r. 


Ita, A- P 

tts, 1. p. 

Cupital-* 



l.nndiit Jluramuti 

... 

347 0 0 

SiiliMirlliMl t-liiiri’O U>m III la, M 






I llClle! (111. 7,I«,IS>J. 



Knfiii and furniture 

2,473 16 0 


Sold lip IIk, sr, per nliari' ... ... 

0 0 








/jfrpp^lh'pn-eh io«d nrevlotwly 

492 I 0 


In orrearh •«. 

ii,m 0 0 

3,3S,|3»J 0 0 

»rllli-)i off. 



iJilifiitiirct* — 



1,981 14 9 


Qlfi ol Ite. IfOU'i fully 

.M 

ojR/m 0 0 

Di'prednlion written off 

494 12 0 


paM i{{i. 



Oils year. 

. , 







1,187 2 0 

KIuklnK Tiwd fur dcbt‘ii(urj>ii 


8,47.1 0 0 







Oil oake pt Daranioti ))ronc)i 


0,021 a a 

ilMi'tyi' Fiind ,„ ... 


2,700 0 0 

for .upply to Mcli-tli'. (ot 



Hciutvi* J^atv GIiurj^i'K «•« 


2,000 0 0 







r,Oiiiw iidvaiicrd to booIcDhi ,., 


13,7.3,878 lo 3 

Pri’iiiluMUjii dflft'tit'irt'H •«« 


3, 720 0 0 




HucIotftV of (lit* dlvlelhlt' fund .«< 


2,787 8 0 

Siinpinsi- 

... 

6, '201 0 2 

in advntM'o uf califl •«« 

... 

30,770 0 0 

■ 






Intm.1 ri'CidvroWi' mi loons 


fujiii i 0 

fur llturril ,t. 


880 0 0 




rim'd fiud oi|ji*r a! Jfeud Oilier 

4,7A,3i3 13 3 

• 

CthU irltli nmilc of Indlii, l.finit. 


74,097 6 3 

I'ixcd and Ollier di’|»Mllii at Ilnrurnatl 

33,019 0 4 


ed, in current scf*uunt. 









c,wfird 3 7 

Cash ot the ITead Office 


4,612 7 a 

Inti'rivt jiu^aldc ... 

• •• 

25,635 15 ]| 







Cash at the llruach 


3S,703 0 U 

'Ufip'ilddivldi'ndtf •<> 

... 

703 8 0 




l>ru*it and Wj* Account— 






lltilancr of la»t year 

71 8 0 





^iW-rrMit of Oils yi iir 

•n/m 13 7 






28,102 e 7 





dhldejid jriid 

0,125 0 0 






- 

21, OT 0 7 ' 




Tij'al 

... 

16,72,012 9 7 1 

Tolol 

... 

16,72,012 9 7 


4. CoiiipijDttion of working 14,000 sh.ares of Its. 50 e.'icli have been issued 

ntnl Fiibscrihed, and Ils, 25 have been called up on <«ich share. Their present market pn'ce is 
quoted slightly above par. 'J’he hank is empowered to issue dehentuiY^ ujj to the value of 
.'! liiiji’s the ])aid-u]> share' capital subject to a jii.aximum of 20 lakhs, and on these debentures 
(Jovernnieuf guaranli'es a rale of 4 jier cent, uiilil they are redeemed, A sinking fund h.as 
hi’en jirovidi'd for at a rate whieh would enl.ail 1 he exiinction of all debentures within not 
more than 'l l years of llieir issue. As there are constant fluetuafions in the demand, the 
isiril: would Is' unable lo arrange that the whole of its jiermanent c.apilal should always be 
jirofitably euijdoyed, and therefore maintains a margin of deposit capital intended to meet the 
gradual growth of biHim^s until it is satisfied that I he inerraHo is perro.'inenl. The ,'iverage rate 
jiaid on tbK'e deposits is Al ]»er cent. 

Ti. /Jwfd'igweitl of (lajiilal . — Loans arc made t<'> socie-ties for penods varying from 
!• months to 10 vein's at a rate of 7 or 7 4 per cent according to the character of the borrowing 
':<s:ie!y. The ururilv tal.'en is usually a Iwnd of the Bwiely in which the annual instalments 
of repayment are laid down. In somi! eases, where the society is hound hy its hyelaws (e take 
mortgage ni'iiritv from its Isirrowe.'s, these deeds are also deposited in the JVovineial Bank 
as collateral }.e.'urify, (’ii'h i-reditsaie given in one or two eases. The rate of intr.Test ehaigeahle 
on loan* i* liiiiile<l by the agni-ment with Government to a maximum of tJ per cent. 



140 


6. Heservn Fun^.-^n vicTA' of the existence of a Sinking Fund the bank has .been exempt- 
ed from the proA’isions of the Act requiring it to carry 25 per cent of its profits to reserve. 
HoweA’er, it has formed a small reserve of Its. 2,700 to meet possible had debts and Rs. 2,000’ 
to meet possible legal expenses 

7. Svperjlimis Funds. — The slack season of the bank, April to June, corresponds with 
the busiest season in the Bombaj* market. The Directors, being personally coimected with 
many of the Bombay banks, are able under certain restrictions to use the money profitably on 
short deposit. Fluid Resource is provided by the Directors by . transfer when needed from 
other concerns controlled by them. 

8. Kivision nf Frofiis. — Since the establishment of the bank a dividend has been paid 
at 6 per cent under the agreement with Government. Half of the profits in excess of the 
amount needed to pay this rate arc refunded to boiTOwing societies in the form of a rebate 
of interest on loans. 

9. AnilH nnd Supervision. — A special auditor has been retained under the Registrar to 
audit this and other Central Societies at their own expense. The Provincial Bank is also 
audited by an Incorporated Accountant for the satisfaction of thi' shareholders. It does not 
itself undertake the audit of any other societies. 

B.— THE CEjS'TRAL BANKS. 

10. The System in Puree. — No uniform Central Bank system has been evoh'ed in 
the Presidency. Thei« are 2 ‘mixed’ Central Banks, which ai’e in fact overgrown urban 
banks which are lending out more than half of their funds to registered societies in their dis- 
tricts, and one ‘pure’ Central Bank with 22 constituent societies. Each Central Bank appoints 
and maintains its own inspector, who A’isits societies not only to assess credit but for the purposes 
of general supervision. The two ‘mixed’ banks comprise 247 individuals and 42 societies 
among their members. Societies ar’O accorded special representation on the Board of Directors. 
The area covered by each of the banks is a district. Credit is assessed by the directors from their 
per-sonal knowledge and on the report of the inspector and is fixed on a consideration of th/j 
general management of a society and the character of its members. 

11. Constitution and 3lanags»ieiit. — ^The Centr’al banks approximate to the ‘ capitalistic’ 
tyiv. The byelaws are so framed that the societies’ representatives are in the minority. The 
‘pure’ type rsorgaitised on much the same ^lan as the • Khelar’ societies of Bengal. There are 
no preference shares and the dividend is limited by rule to 9 per cent. The shares Atiry from 
Bs. 20 to Rs. 50 and are fully paid up. 

12. Msefs 2iraii7r7re.s.— The combined balance sheet of these four banks for 1913-14 

■was as follows ; — 


Assets 


Liabilities. 



. 

Cash in Land and bank 

1 ?.-=. 

44,?&9 

Loans and deposits from con-memheis 


Its. 

59,21S 

Im-esimeuis 

4r6 

Loans and deposits from societies' 

... 

2,920 

Loans dnebv jcembers 

56, CIS 

Deposits of members 

•«» 

1,15,002 

Xicans due tr sodeties 

I,40,C4r ; 

Share capital’ ••• ... 

* * 

55,620 

Interest due to banks 

6,-52/ j 

Interest and dividend due bv banks ... 

... 

4,760 

Other items 

“i 

Cost of manasemeufc due 


2.16 


j 

EeserveFund 

... 

2, .501 


i 

( 

i 

Total 

... 

2,43.267 


1 

i 

Profit 

... j 

i 

-i-5,321 

Total •— 

2,45,.5rs j 

Total 

" 1 

I 

2,48-583 


13. Cnafoiitioi: of irorhing Capitcl. — The Central Banks raise the whole of their capital 
locallv md do not depend at all on the Provincial Bank. The rates onered on loans and 
deposits from members and nen-membere vary from 5 to 64 per cent. The dqrosrts are aii local in 
chmacter and the bulk of them are fixed for 1 year. None of the Central Banks have yet entered 
into anv relation ’outh any joint stock bank. 
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III.—BENGAL. 

A.— ^UOVI^•CIAL BANK. 

1. Th.'r.' i-- r.r iH' Pp>\4n.-wl Bank in Bonsai. Init arnnieemon(« are in fmin 

li- f.>nnat’on «: ‘noh a Ibiik and Imdaws h.avc Wn dmftod \nth thi« <»bioi:t. 

B.-CKNTBAL BANKS. 
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f +1 * cd type tlie commonest value is Rs. 50. Where both iiulividuals and societies are 

SaSiSdei-s, the formev are preference and the latter ordinary shares, tho'size of shares in the 
snaituui , ordinarily the same. As societies are not entitled to get loans amounting to 
S™ “L «£ to of o*fr,'.Aa.« ten<b to in;; 

<a'ease. 
ordinary 

liability . , ,, 

of their shares, while in the ‘ pure type „ n i n i. 

form nrincinlc upon which calls arc made, and sometimes as little as Ks. 2 per share has been 
called up. The ^stem of guarantors is iinlniown except in one or two cases. 

In the ‘ mixed' banks half the Directomte is appointed by societies and half by preference 
shareholders Under the Directors there is generally an Honorary Secretan-, a paid clerk for 
oLe work, and one or two inspecting clerks. The District or Sub-divisional oflicer the 

cs-officio Chairman. The field staff receive w at vanoiis rates from Bs lo to Bs. 100 per 
mensem and the total cost entailed bv ostahli-chment and contingencies is Rs. •2o,4-i0, represen- 
ting'^‘77 per cent of the working capital. These Central Banks no longer receive any Govern- 
ment subvention. 

-1. A^sef’and /.raJiViVics.— The combined Balance Sheet of the Central Banks for 1913- 
14 was follows : — - 


Assets. 1 

Liabilities. 


Cash in hand and at hank 

Bs. 

1,25,131 

Loans and dcjio.-its f n tn non-members . . . 

Bs. 

... 22,41,199 

rnveshnents 

W.9-12 

Loans and depnsits fn m other socictic.s ... 

1,33,877 

Leans due hy xaemhers 

62,190 

Loans from fiovernment ... 

9,800 

Leans due from borrowing societies... 

31,01.490 ! 

Deposits of meml>ers ... 

4,4-4,450 

Interest due from borrowing societies 

1.09,013 j 

Share capital 

... 3,63,555 

Stock in hand 

2,440 

Interest and dividend due by banks ... 

73,392 

Other items 

3,704 

Cost of iiianagemtnt due 

4,487 



j Other items 

11,737 



1 Deserve Fund ... ... 

... 35,656 



Total 

... 33,36,155 



IV-fit 

- -463,761 

Total 

34,21,916 

jj Total 

... 34,21,916 

. ^^-Comimilioit of IForl-iug Capital . — The shave capital represents II-6 
lishilities on borrowings (including members’ deposits'-. 

There are practically no Debentures in any of the Central Banks. 

per cent of the 


The deposits are mainly local, but inelnde some Calcutta iiionev. Thev are usually 
oomined on the condition that the depositor gives a certain prescribed notice of withdrawal 
axe the period of notice i-anes considerably. The ortlinary rates lie between CJ and 74 per cent 
Loans are taken from Joint Stock Banks and inividnals in Calcutta, chiefiv at ‘he in 
stanceofandonthe information of the Registrar. The Bank of Benaal however 
tors. The loans from Joint Stock Banks and the Bank of Ben-ral are noniinaUv a- 
as a rule are tor a year by arnmgement. The Alliance Bank of Simla has driven 
to five Central Banks amounting to G lakhs at 7 per cent and the Bank of Bea<ral'ha= 
two cash credits aggregating 4 lakh at Bank rate on guarantee. given 

G. i:>rp;oa:ie;tf <<f C.>itfyl .—Leans by the Banks to individuals are now vractienUv ob-o- 
lete.and Ixmks lend to societies only The credit of societies is assessor in th. -m^nnS 
cesenbed m paragraph 2 above and the Registrar controls drawinos: bv «ooic*-'cs nl'- - - 

5 maximmn borr.>^^■ing power is fixed in the byelaws. The' loans ail‘ 
period of ;> or 4 years and ivp.ayable in instalments. IV-notes are tiiken a« 'V:ecnri"-- ^ 

of rases. Several Central Banks lend nioiuw acainst instaWnt b i-V TheiL----^ 

charged runs from 9? to lOU per cent and there isa strons tendenev ro r«i 
c$:i credits aro given to societies uv one .l>nnk omv, ' — 

Ilepa_\Tnents of loans i 
PnxctnsiitT has been the rule 


Bepa\Tnents of loans to sivieties ate generally made after the inre and na-’c- b'-r- 
e and the snnv« overdtie at the end 191:1-1.4 were n-'r lar^ 

7 . .fffitrrr /hsitV.— These ri'ptesent 1 percent on the liabilities. Their orowrh •- '■ 

cut large increase in the number of Central Banks.^jmd^^^ 
as to the manner in which thev v,. c * ,*T' 

* “• Xxr Central 

femr. Tc, 


to sxxge owing to the recent iini;v nn-iviiM- m mv uuaioer oi ventral Jiank; 
vhere was no definite rule as to the manner in which they should be i. 
Benks have been instraeted to invest the whole of their B -w . 'ucds ’ 


. * 
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reserve fund with the share capital, paid and unpaid, rcprcscnl,s lil’O per cent of the liabilities 
or borrowings (including members’ deposits). 

A good proportion of the Reserve Fund is in the Post Office Savings Rank, but tljerc is 
no rule regarding the amount of capital which shall be kept Auid, It is not known how much 
of the cash credits or of the amount invested is held in a readily realisable form. 

S. Sitperfittoui Fnmh - — There is no marked slack season in the Province and any sniplus 
held by a Central Bank is as a rule quickly utilized in its business. 

‘9. JDiimion nf Profifs . — Dividends on shares are limited by the Local GoveriimcJit to 
12^ percent. Several of the banks maintain also building and education funds. 

10. jdvdtt and Supervision . — The Government maintains an auditing staff of JO men 
costing Rs. 1,380 per mensem and it is intended that there shall ultimately be one "Tnsj)ector” 
for each district with a staff of cheap auditors maintained by contributions from societies under 
him. The Central Banks maintain a staff also for inspecting societies and in tlio ease of long 
started Central Banks Government assist them by meeting the cost of the staff so long as they 
are not in the position to defray the expenses from their profits. 

The audit of the Central Banks is done by the Registrar or by Government Auditora, and 
not by outside Accountants. 


IV.— BIHAR AND ORISSA. 

A.— PROVIXCLVL BANK. 

1. The System in /’orce.— The Provincial Bank, which was registered as recently as Ajiril 

191 is designed to deal exclusively with Central Banks, but it may, with the s.inctiou of the 
Registrar, make loans to primap- societies in areas where there is no’ Central Bank, At the 
time of the Committee’s visit on December 11th it had opened cash credits in favour of 17 
Central Banks at the rate of 7 per cent. ^ 

2. Constitution and Slanagemetti . — The management of the Bank is in the Wnds of 

12 Directors, of whom 7 are also Directors of different Central Banks. The Registrar is an 
ex'officio Director and with two other Directors resident at Bankiporc serves on the worldiio* 
committee of the Bank, to which most of the Director’s powers have been delegated. | ” 

The shares of the Bank are of two classes (1) 4,000 Guarantee shares of Rs. 100 eadh fully 
subscribed, on .3,000 of which Bs. 5 per share has been paid up. The remaining portion ijs a re- 
sen'e liability which can only be called up to meet the claims of a Presidency or Joint. Stock 
Bank, in two instalments of Rs. 45 after two months’ and the remaining Bs. 50 aftc>r five 
months’ notice, (2) 600 Preference shares of Rs. 500 each, of which 374 have been subscribed, 
170 by private persons and" 204 by Cenfeal Banks and Societies. On each of these hfiares 
Rs. 100 has been paid up, Rs. 100 may be called up at any time at the option of the Diifcctors 
and Rs. 300 form a reserve liability only enforceable in the event of liquidation of the Bari-fe, 

The Bank is a ‘ Book Bank ’ and keeps its cash with the Bank of Bengal. It maintains 


The cost of management does not yet exceed Rs. ^00 

I 

t 


a full-time Secretary but no field staff, 
per month, 

3. Assets and Liabilities . — As the Bank has been recently started, no balance she^t Jean 
usefully be given. 

4. Composition of Wolfing Capital . — In addition to the paid-up share capital' o£ 
Rs. 52,400, the Bank has received Rs. 1,87,700 on fixed deposit from the public at 44 to 1 5 per 
cent, _ Bs. 14,000 on current deposit from Societies at 3 per cent, and Bs. 255 on iannos 



consists of promissoiy notes signed by the Provincial Bank and endorsed by the four guarantors, 

5. Employment of Capital . — The funds are utilised in loans to Central Banks only 
at an ordinary rate of 7 per cent. Their credit is assessed by the Registrar on his -reneral 
personal knowledge. On December 11th cash credits of 3 lakhs Had been opened in favour of 
17 Central Banks terminable at will of which Rs. 1,98,603 had been drawn. In . addition 
Ep. 1,51,230 had been lent out on bonds for fixed periods, 

6. ffeserve Pund.^Nono has yet been formed, as the bank only commenced working a- 

few months ago. ® 

usually ased in reducing the overdraft, 
with the Bank of Bengal. ® 
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Qsual rates offered on deposits are 7 or 7i per cent. All deposits are an-anged to mature on 
Slay 31st, and are taken as renevred imless notice o£ v\:ithdrau'al is received before March 31st. 

1-1. £mployment of Capital . — Loans arc granted to Societies but never to individuals. 
The amount outstanding with them was Es. 7,31,523, and the rate charged invariably 124 per 
cent. Of the total amount due from Societies Bs. 33,703 or i’5 per ceirt arc showrr as overdue. 
Loans arc granted on bonds in which the instalments of repayment are fixed. The average 
period seems to be from 3 to 4 years ; and is varied according to the purpose of the loan. 

13. /fcfcrre /tiai/.— Apart from the profit for the j-ear 1913-14, the total reserve fund 
is shown as Es. 14,SG3. A large part of it is invested in the shares of the Prwincial Bank, 
and the intention is that it should be held separatel}' frem the working capital. Central 
Banks do not grant cash credits to rural Societies and have made no definite arrangements for 
the provision of a fluid resource. 

1 6. Supetjlnovs Futuh . — "IVlien funds are received which cannot be immediately utilised, 
they are generally devoted to reducing the drawals on cash credits with the Provincial Bank. 

17. JDiettion of Pro///.?.-— The universal rate of dividend is 9y per cent. There is no 
dividend equ.a1isation fund or contingency fund ; but in some Banks building funds have been 
started, aggregating Es. 7,109. 

IS. AwHl and Supervision .’— Audit is carried out by the Eegistrar and his staff, 
and Central Hanks are constantly inspected by the Eegistrar and the Deputy Eegistrar. The 
Central Banks emplov a paid staff for supervision but they have nothing to do with the 
audit of their afTiliatecl Societies. 


V.-UNITED PROVINCES. 

A.~PEOVINCIAL BANK. 

There is not .at present any Provincial Bank in the United Provinces, and there is some 
loc.al diversitj' of opinion regarding the advisability of starting such a Hank. 

B.— CENTRAL BANKS. 


1. The Si/nfrm in Force. — ^Theic are "i.'i Central Banks; those in district headquarters are 
sjioken of as “district" banks and the rest as “central” banks. Twenty of these banks occupy 
u position of inntnal indci>ondence ; but twelve bank-s, mostly at district hcndrpiarters, have other 
central banks, 23 in number, allili.ated to them and dejiendent on them for support. Of the 

primary credit .societies in the Province, 2,497 are afliliated to one or other of the iiii 
centnvl banks. The district banks ordinarily deal each with one district, and the others with 
smaller areas, or telisil.-’. 

There is no bank between the district or central bank and the priinaiy socictie.e, except in 
the cas.'.a above mentioned ■where a “ cent ml ” liank is subordinate to a “district " bank. The 
credit of the .eocieties is assessedby the jiaid staff of the centnil bank and by honorary workers 
and rxc’pt ill entirely new areiis the .same agency sees to the snpen’ision of existing, and the 
starting of new wicieties. Central banks an' not formed until a suitable number of primary 
an? in I'xi.-tence, which can ly* afliliated to them. Tliey receive loans from district 
banks nji to from I to 10 times the nominal v,alnc of their shareholding in such banks. 

2. Couifiti'Jtiiii and iJtciinfjrmeitt.—^n f 1 out of the 55 banks, both individuals and sc>cle- 
th': an- admittM a*- shareholders. Asa rule the District Ofliccr is the President of a district 
Link. 


In If liatik« S'X'iftie-i alone are shandiohliTs. 

Individual .tflian-- an- in ine-:t ea-.s fully p.*!!! up, there being a reserve liability in some of 
tie' old-T Ij.iak' on -ti'-b share-;. f!i«'ieties’ shares in moKt banks carry a reserve liability. 'J'iiere 
i- no «v,-{em of gtianintors in furee. 

In the Icic.ks wb<-p‘ s.H'I.-tifv aliiiK* iiri-.«handiolders, the management is entin-ly in their 
bar.d. la Links wb-re individii.-ds al-'o are shan-holdeiy, of the dins-tors a pri»[)<irti(in fi.xed by 
th' b‘. -laws, n-nalU' a quarter, are repri-'cntative-; of the s'H-iefies. The remainder are idi'CtHl 
bv the individinil .sh:ireli-dd--r-. Tin* direi-tor- are generally professional men sueh a« lawyer.*, 
bindfi -hb-rs i'..';d rerire*! <>.- r.'tive tbin-rnm.-nt servants and tbev have under them an office and 
te-M e. -ling Its. l.*'!’.,*27t j-t anmini wbieh i- M>metliing les- than Its, 2,900 js-r annum 
jj.-r k.r.k a'.d I'S js-r t .-f tl..* w,.rkii:g eapit.al. 
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Some of Iho oIiKt ci'iilnil banks are converted town banks or urban societies. They took 
over (he loans issued t<? (he latter l»y Goi-ernmenl under the Resolution of lOOd- and otred 
Rs. SijOOO altogether in .lune llU-l under this head. No loans arc ordinarily granted by 
Government now. In view, however, of (he ditlieulties occasioned by the war following a severe 
dromrhl and famine in some distriets a siiceial loan of Rs. lakhs was sanctioned by Government 
in Octolwr and of this Rs. 2,o."),000 were utilized and Rs. 1,70,000 bad already been repaid 
on the 1st May HUo. 

and Zitdiidifics . — The combined Iwhiticc .«heet of the central banks for 101.^-14 
u*as as follows : — 


A".'!*;*. 


■ 

loinbilUeii. 





It*. 

Cn^k in lianii nnii nt Rink ... 

a,it3.si'J i 

l.o.in« and lieivisii, from non-inenilierii ... 


3.1,71,005 

Inveslini'iits ((Jovonininif rnj.'r, I'o'S 
Oflirc HuikK. .Toinl Slivk 

Ikink* ajipnivol liv Uri;i«tr.ir niui 
a am.ill nninunt in otlicr Codi.t.i- 
live ll.iiik>}. 

.TSI. i 

i 

; 

i 

Loans and dfj»i«it.s from Central Rinks ... 

Loans and dejvwit.s from f'seicties 

Loan* from t.overnment ... 

... 

7,30,000 

22,837 

32.157 

1 . 0 . 1 ns <lai' liy nicmlKTs ... ... 

1 

n.na77s ' 

IV]. “its of members 


C,G3,13I 

l.o.ln9 lUic by socii'SiM ... 

ir.?*'.sos ! 

Sb.lre Capital ... ... ... 


0,35,031 

Interest line to Tanks ... 

l.l'S.nil •• nii'l <livj«1i'ntl iltio l)V 

» 


1.21,390 

Stock in Itnml 

1 j 

Co‘t <>f tnan.is'".nent due 


3,789 

Otlicr items 

SO.llS j 

tuber iU-ni* 


1.07.817 


' ! 

Ut’^TVo Kinitl ... 

• •• 

3.11.177 


• 

Total 


00,35,130 



I’rofit.s 

• to 

+1.10,170 

Total 

ci.r.'vioG 

Total 

... 

01,75.300 


•l. Coiiipo.'d/iiin 0 / irorliiift Copi/iT/.— The .‘.hare capital represents lO’l 2’'’*’ of the 
liabilities. As meinbor-swieties arc paying the calls 4»n tlicir shares in half yearly instalments, 
the share capital is gnulually iiiercjising even in 4>Ider banks. A class of* capital known .as 
dcbcnlures at uh to 7 per cent is found in some banks, Imt these debentures arc redeemable after 
a years and having no mortgage sivurity they differ little fn>m long tenn deposits. 

Dciwsits are oblaincil mostly from ivsideiits in the area of opemtions of a bank but outside 
dciwsits arc also aoceiiUal. Dejwsits received fn»in all.vnurees are often for the harvest (S months) 
or one year (ending with a harvest); including debentures 12 2 )erecnt arc for over a rear, and the 
rates vary from a to 7 iiereeiit. 

Loans from joint stivk banks are a 2 »plie«l for when occasion requires, and are given in the 
form of cash credits. For iiistauee, credits of R.s. 1*55 lakhs have been sanctioned in this wav by 
one branch of the Allalialwd Rank to four banks besides transactions with other branches of* this 
bank : lls. 10,000 by the Oudh Commercial Bank, and Rs. J 0,000 by the Benares Bank. The 
banks as rule can demand repayment at thn-e to six months’ notice and repaj-ment can be made 
at any time at the discretion oE the central bank. The nites vary from 6 to 9 jier cent and no 
spcciticd jwrtion of these advances is eannarkeJ for fluid resource. The advances are made on 
the pro-notes of societies or on fixed deposits : on the fomier a 25 per cent margin is required and 
on the latter loans are made up to practically the fuB limit of the deposit. In making these 
advances the joint stock banks deal diivct with the societies and act on their examination of 
Ixilancc sheets and not 011 any rcconimcndations made by the Registrar, though his sanction is 
necessary. 

5. Employment of Cnpilal . — ^Loaiis to individuals are now discouraged and practicaUv aU 
loans arc made to societies only. In granting loans to primary societies the central banks 
depend on a system of normal credits revised annually. Tliese credits are usually 50 to 75 per 
cent of the normal credits fixed by primary societies for their own indh-idual 'memtere. In 
manv istricts these credits are in the case of occiqiaucy tenants a multiple of .S or 4 times the 
rent paid to the landlords, in others the eavnmg .capacity, rental and current nee^ of the 
members are taken into accoimt. The inincijdes guiding the fixing of normal credits are 
approved by the Registrar but the actual details are fixed by the banks without bis instruction 
and the issue of the loans is checked hr the departmental officials and the banks’ own staff. 
The period are fixed according to the piuqiose for which the loan is required and the loans are 
repaj-ablc in instalments. Pro-notes or bonds are the only security taken and the average rate of 
intci^t char^ is 12 per cent. Cash credits are not given by central banks to societies, unless 
they are too remote to make a separate application for everv* loan without difficulty. . - 


' Kepayinculfi are generally after harve/it ainl iisiialjy j)Uii«tiial, exeejit in the case of a very 
few o]fI-tyi)C societies. Whcj'e fojeed to rmwver Jjy process, centra] i>an);K Jjave jjreferrcd 1/) 
realize through the law courts rather tlian by a]>])Iying Jor lifjiiidalion. 

C. Jlenerve Tliese represent 5'1 per cent of all liabilities aji»l with tlie t-iitiiv /;iipU:i] 

added lo'O per cent of total liabilities or lK-!j per cent of borrowings including interest due. All 
Jlanhs have also contingency or Had and Houblful Debt J‘'unds, Afore than naif f.he ne-t jiro/ifs 
go annually to Jlescrvc J*’unds and they are r,aj)idly growing. 

There is no general rule for (he niaintrjiiance of lliiid resource and the cash credits with 
joint stock hauks*^ arc except in times of stress seldom full v' drawn upon, 'I'hc reserve funds 
of central banks arc deposited ^vith joint stock banks or Jiefd in tJovernnient J'ajier and in 
other forms outside tlic movement, a]iprove<l liy the Registrar, and at times with the jnevious 
approval of the llcgislrar are n'garded as s«.*ciirily for ad\-ances, 

7. Snperflnonn I'niuh. — 'I’lic slaclc seasons are .Tuiie-.Septeinh(;r and Xovemher'1'’ebruary. 
Deiwsils are not accojited if tliere is no oiicning for iiriniediale investment. Oveidrawals fiom 
joint stock Ismlis are reilucod or jiaid off when realizations arc made. 

8. Dividends on shares are limited hy the Local r/overnmeiiL to 10 
jier cent, or in some cases 12 per cent, and tlie actual dividend on jireference sliares is ordinarily 
7 per cent. Alany hanks have good laiildings and others arc accumulating Huilding I'lmds, 

9. Amlit and Snpcrviiiion . — The audit .and siipcn'isiou of societies under central hanks is 
done p.artly by the Govoniment staff and partly by (he staff entertained by the central hanks. 

The audit of the central banks themselves is done generally by the Oovcrnnient staff, hut 
in some cases outside professional auditors have been emplojed, with the npprovn] of the 
Registrar. 


VI.-PU27JAB. 

A.~PllOVI>X'IAL BANK. 

1 . Thei'C is not at jnesenl any 1’rovlnei.al Bank in the Pimjah, 

B.—CKNTKAL BANKS. 

•Z. F/te xpifeeM tn /brcc.—Thei-c ara :i8 Cmtral Banks in the Pjovince and the number 
■of aOlIiated societies (by which are understood societies in the same District as a Central Bank 
which borrow money from tlie Central Bank or have shares in it) is returned at J,90:t, of whicli 
1,880 are -agricultural credit Rocicti<?s. The Central B.anks proper serve, excejit in four cases, 
the area covered by an i^ministrativc distiict, while the ‘ Unions ' (sec below) deal willi aie.as 
■of varying size, arbitrarily selected. 

There is no intermediate link hetween the Central Banks and the societii's. The Central 
Banks propei’ give out loans to societies on the recommendation of (he and this 

xceommenoalion is in turn based on reports made by Sub-Insjiwlors and Insjjcetojs, wbo draw 
up rough estimates of the value of the jnojierty of societies and woi'k generally on personal 
information. The power of recommending sm-all loans direct to the Banks has been delcgak‘»i 
to Sub-Inspectors and Inspectors, In tlie case of the ' Unions ' the Union itself decides v.’betber 
to make si loan to a society, acting either on its own local Jcnowledge or on the Reglstraj’'s 
advice. Supex’vision of societies is carried out to some extfjiit by Directors of Central 
Banks and hyMembeis of the Union Committees, acting usually as iVonorary Sub-Inspectoj's, 
but the bulk of the supervision j-ests-wilh the paid Inspecting Staff, New societies are sl-aji<*d 
spontaneously in imitation of existing societies, not Ihj-ough the .agency of the Central Banks ; 
and Central Banks arc not formed until a suHieient clientele of village societies is alreivly in 
existence. 

.3. CoHstituiion and MauaffmeiU. — ^The Central Battles arc of two classes, vis;., (i) the 
Central Banlcs preper in which individuals bold all ov most of the shares, and (i /) the Cenltal 
Banking Unions in which all the sliares are held by societies. There arc 18 hanks of the 
former class and 20 of the latter. Out of the 18 Central Battles there are six in whiejt societies 
are at the present time admitted as shaxeholders, 201 societies holding sh;ues against 1,-WZ , 
individuals. There is no special class of shares set ap, art in these hanks for societies, hut in 
some Central Banks a numbei- of ordinary shares axe xesexTed for aetjuisilion by societies and 
in oLheis it is open to societies to putvhasa shaies or not as they please in their individual 


— Tlie circumstances of ilw winter of 1914-15 w-rc exceptional. It is liecause central Imks in Die Unitiyl 
Provinces iTo not in normal seasons utilise tiie cask creJiU grauteil by. joint stock banks tliat tire latter arc so reluctant 
to grant Ibem.) 



capacity. The number of socicuVs borrowinjr inmi or hoMiii" f-harofi in the tii-st class of 
GiVitml Ihmhs is 1.V:i and in Unions 77 1. 

All shares are ordinary and in Unions they an- fully paid up from the be-rinnino;. 

The Committee of Mana-ement in the Unions is composed entirely of societies’ representa- 
lives Imt on the Centml llanks proper there is no special provision lor (ho represen la ion of 
the societies. The real work in the Centml Hanks is done hy the 7Uanajrer.s n ho aio 
local im*fe-=ional men of the middle ehe-s workiiiir without, reiminemtioii 1 ho hanks ha\e no 
inspivlimr ‘■•taff under their own din-ctioii hul eontiihute (o (he pay , ‘’'7” '"''7, 
stall' The total cost entailed hy e.slahlishmeni and eoiitin'.renei es I*- 

S'of thcwovkimreapital. No (iovernment aid has b.e„ received hy ( he.se soc.oties nu ll 
the hc-innimr of this vlar when a special loan of one lakh was di.slrihiiled ainoii- (. soeieties m 
Sw of the stress caused by the war. Of this loan Its. -.(Hill had already hccli rci.aid hy Ist 

April. 


■1. .Iftef* Iivil /.leii/iV/c* — -Tin- comliincd balance 
tor l‘.11:»-M was as folh>ws ; — 
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_•*>. Crtnp'isilrni c/ ll'i,rf:iiip C»;,i/.i/. — Tin- sban- capital iepn*.'ents ItV'.l per cent, on the 
liabi!itie.s : ibc peivcntaoe in the Ci-nlml Hanks of tlie lir.sl class bcin^ ~0'S and in the 
Unions ll'O. There are no debentures. 

Tlie depo.'its are largely, hut not ominc-ly IihmI. bciii^ mainly Mi]i]>]ied by the middle 
classes, 'flic reserve fiimls of societies an- not deposited in the banks except .«o far as they are 
invc-stod in Central Hank share.s. 'flie periods r<tr which deposit.s are nveived vary consider- 
ably hut the ordinary rate of iiiteiv.st is 15 per eci-.l. In the lar^* .lulluiidur Central H.ank 
4i per cent is "iven for a six months deposit and an extra 4 ppf ‘^ont. for each additional 
six mouths up to a limit of (5 percent ; uiul this is pi-ohablv the most favourable rate at which 
money can be obtained. 

Loans arc taken by several banks fi-om the Hank of Hcnjiak the Alliance Hank of Simla 
and the Allahabad Hank, the sum.s at pre.senl ontstandiii" from the three bank's in question 
being; Its. Tho advances from the Hank of Henp;al and Allahabad Hank are in the 

form of c.ash credits : tliose from the Alliaiiw- ]kank in that of definilo ]o.aiis. Tlie H.ank 
of Beng;al requires as security a bond and a deed of piiarantce from two or more apiu'oved 
sureties, the Alliance Hank advaiu-es on the security of two or more names, and the 
Allahabad ]?ank on the bonds of village societies. The rates cliarg^od by the banks are ft 
per cent to 7 per cent and in the case of the cash credits no fixed pei'iod of notice is 
prescribed. 

15. Empht/rntnl of Cnpilal. — Ijoans arc not now "ranted to individuals by any of the 
Central Banks but arc advanced to societies only. The credit of societies is assessed in. 
tire manner described in paragraph 2 above. No society can take .a. loan except with the 
Kcgistrar s sanction. Consequently the llegistrar or his slalf under powera delegated, 
by him to them is responsible for all recommendations for loans and the Centml Bank 
larelj enquires into and more rarely negatives such recommendations. A Union may also 
If It wishes, grant a loan on its own knciiyledge or enquiiy. The loans are generally for three 
yeare, with or more frequently without instalments for repayment. The loans are secured 
by bonds only, mortgages being unknown, and the rate is always 8 per cent. Cash credits 
ai-e not given to societies. 


Loans are ina<le for periods of one, two, or nion.* iii-inilly IJnee y<rfir,-‘. .Some Cenira! Banks 
xec^ulre i-epayinent in six-monthly ins(alnient-«. Jn the hitO/r eat-e postponements are 
when necessary. When the peiiod of a loan cxpm-s, t'entral Banlcs seldom n^juire repayment 
jprovided interest is paid punctually and the working of the borrowing soelety is safisfaetoiy. 

7. Itnuerve Fmifh. — ^The Beserve Fund is at the diserelion of the hanks to inviA-t 
it as they please, and Be. IS/tG-J isreliirned as sepaiately invested, and this amount has 
fiub.sequently bwn incje;iEed to Bs, 16,000. .Since the jirenaiation of the balance sheet the 
total reserve fund of all banks has risen to Bs. ,oi},77y, 'I ne je^.-rve fund, as entered in the 
balance sbeet, together with the share csjpital rqnvscnls 1 b j>er ee;)t of the liabilities on 
-borrowings (including membej's' deposits). 

b. UnperJ'ttous wonty — Bei/dvinents of Io:iijs an* aImo<-t invariably jnade at the two 
iarvests, viz., in June or July and in Dceemlyo' or Janimry, Freeh Jofins also are usijalJy 
taken at the time of Jian'est, thoufph rntmuy i*-- alw re/p;ir' d .at diher/vjt time« throughoot 
■the year. There is no pronounced slaeic season. 

9. Divi^on of Projilx. — dividends on share-saveray; 10 jj-.-r ecjit in t.’ential JJanlrs iiTOjir;r 
•and 8 jxir cent in Unions, They are subp^it in either ease to a maximum limit of 12 
per cenL 

10, /luflil and Siipfrrtiion.—’Di'! Oovenjment maintain--- an .auditing stall of 19 men 
costing Bs. 8,1-08 per men-sem and the s<>eietie-- maint.oin a for supervision consisting 
of -9 men at a cost of Bs. J.OOO per mens'.'m. 

The Central Banks v.-hich had previous-)y Ije-m audited by the tiove.'-.oment staff v.-ere 
-audited last year by two outside auditoi-s, one of xvbojn was lieen*-ed under the Comj/a.uie; Act. 


VIL-BUEKA. 

.\.—FBOVj yCJM J}.\yK. 

1. The Syrlem vi Puree . — The Upper Bunna t-'entral C'o-oj.erative Bank which was r'.-gi-te.'isd 
in October 1910 is not in the strict s^msf- of the tenn a Frovineial J5auk but it fulfils jnany of 
the functions of such a Bank. If supplies money to two ('i.-niral Banks in the Fakkolru and 
3Cnbu Districts, bat outside those districts it dails with the .Societis's. .Some 900 Jfocieties are ; 
affiliated to it and its operations extend to the whole Frovince. , 

The credit of the Societies is ass(..sced by the Sorioties in groups known as Unions,' 
■Thero are 90 such Unions to v,'bieh all but 200 of the S'-xietJ'.'s in the Frovinoe an affiliaU'dl 
A Union as a rule consists i/f ,j to tiH .Societies withy/a maximum radius of about 8 7nile« 
It is managed by (i) a fi^mDUtit.^ —.f (^a5;-man and one ' r m'>re Yice-Chairme.'i, 

(ii) by the Union Ge^^l meeting at society is repre-sented by two delegates. 

Its objects are firstly^utiml inspwtion and fe^C<5;snjent of cre-dit, and sfrcondly mutual guar- 
antee. The means jfp 'which the first object j* secured are (a) by tbe employment of a Union 
clerk, generallr nqf^ ■''"hole-time employee dirawing Bs. 5 to Bs. 1.") poj- month, whose duty 
it is to keep tllcJUnion accounts apd reji^ds, and to train ;ind help the .Secretaries of all 
.Societies in the junion, (h) hy arrangijK^'that members of the Union Committee should inspect 
and visit affiliated Societies, by gt'ving warnings and by issuing any general rc'gulations that 
seem desirahle.‘(c) by contributir.g towards the maintenance of a Union Inspector, a whohj- 
time officer on about Bs, -oO per month, serving 5 to 10 Unions, whose business it is to inspect 
Societies on the spot, to help in correcting faults, and to w.oid inspection notes to the 
Union Comnaittee for their information (dj by e'.uisidering indents for loans from affi- 
liated societies at a Union General meeting and sanctioning such loans as in each ease 
may appear ^ tbe meeting to be suitable. The Unions do jiol themselve® handle any cash. 
Funds for the maintenance of this staii ju'e obtained by levying a TJmoji rale which varies 
from 4 to 12 annas per cent per annum on the worlchig- capital of constituent .Societies, 
Jfutual guarantee is effected by the rule that all Societie® constituting the Union shall be liable 
for any default hr a, Society in the repayment of a loan recommended by the Union to the 
extent of the maximum amount of loans from non-member* held by f^aeh of them in the course 
of the preceding year. All apiilications for loans pass through the L'nions to the B-egistiar who 
can cheek their diseietion and see that such Union gets its fair, share of funds available in the 
Central Bank. The Be;^-tiur informs the Frevincial or Central Bank of the amounts sanc- 
tioned by him and directs it to make a remittance aeeor<3ing-]y. 

The Pro^^ncial Bank exercises no audit or supen-ision. l?7ew -Societies are staiied within 
existing Unions rmder the auspices of the Unions, and in fresh ar-ras under the contiol of the 
Government staff. 



150 


'' — I’ll'- POO Sooiclitv hold (shtiros ;uul I'.?? individual 

luomb'r-! hold l/ioO shuns. Th’i* sh.'vrcs aro ol' lls. 100 oaoh tin* forinor vlass Iv'ing half paid and 
the Inttrv fnllv paid. .\11 Pool' tivs ran vol*' a<; Hharchohh'rs at fjoni'inl inoctinprs and all Union 
Chaivaion (soino PO in nmnW) an* r-r-oZ/icn' moinlvn; of tin* Connnitt.t*. The lliivclorato con- 
sists of the individual sharohohioiv andsiioh of tin* Union Chniravn as may Iv? at hfandalay. The 
enrient worh is done hv a paid Mnna|j?T. a .l*hnop*'an lawyor, on about Its, 1.000 per mensom 
with .0 clerks. Then* I's n*' field staff and Mm m:ina<p'jnent aHojr,.(h<*r costs about Its. ‘ifl.l.oS per 
.annum or cent on the working capital, 'rh** Hank n'c.*iv<‘.s n.* snbv.*ntinn from (tovern- 

lucnt. 


mid Tbi* U.alanc- SUi*.*t «u :*.lst January iPl.’i was as follows : — 
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•1. ('ovipotlltoii «/ ll'orl'iiip I’lipitiif . — The paidMJp shan* ••apital lepii'ccnls "s per «'i*nt 
of the liabilities to depositors and Joint Sn*ek Hanks Then* an* im debenturos nor an* any 
proposed. 


The deposits are lai-<p*ly fmm Kurojieans and fiMin n'liolons and othi'i- limds ; and tlior 
include } of the Societies' veservi* funds which have to he di'jiositcd annually in the SnviiiijH 
Sank Fund at o per cent. The fixed deposits are from I to 7 veai> : ■I'l.’i lakhs fallinp; 
duoiu IPU), n-tV.t in IPlO. :’.-00 in 1P17, Il PO in IttlP. *:*Sr. in I'UP and -SO in IP'JO, T.i 
per cent, of tlicse deposits ar;* a , 7 per iient d.'i per cent at 1> per cent and P jtin* cent, at 
tj per cent, the remainder hein*; at. interm<*diate rales. 


There arc annnfjeinonts with the National Hank of India and tin* Hank of Hengfal for 
loans on the seonrity of Govnnimenl. paper when re(|nired. 'I'heve is also a cash eri'dil. of 
.10,000 with the National Hank of India, secureil by Government' pajiev at 7 jun* cent. 

S. Employment nf Cnpifat. — Uoans are. not. made to individuals hut to Societies only. 
The Unions hold their chief meetin<js in March when the h'lms to be made for the in'xt. cnlti- 
vating season are decided and rejiayments aro considered and in T)ec(*mber and Jamiary wlien 
repaymenta due b}' the Societies arc settled. Any Society classed tis A liy the Andit.m* (at; 
present 5‘V in number) can obtain a cash credit and any Union of which the majority of allUiatod 
SocieXics have, been classial as A or H (at. present -V or fi in number) is entitled to receive a ensb 
credit which it. may distrihute, t,o it.a incmhcra at its disorol.ion. AVhen (hc‘i*(* is no Union t.lio 
Government, staff makes the nec(>ssary eiupiirics mid the He'jisl.rm* iiulent.s on Iho Provincial 
Bank for funds. No period is fixed for a loan lint ri'piiymonts an* made iicoordiiif** to tlm 
repayments made under tlio hyelnws by meniborsto Societies imdt.liesc an* ciirefnlly (dieck-ed by 
the Unions wbioli arc liable, Tim iirojiorl.ioii of aiiiomil,H liithcri.o rejiaid by Socictios to I, ho 
Provincial Hank to t.lrn iiTnoniit. out. on loan on t.lm first day of (he year is abont '.to jier cent. 
Tlic loans a.r() at 0 iier oont and on promiimory nobni, it beiiifi; liuiitly imdorst.otid that vc- 
coverics will Is*, in aee.ovdance with member's payments. 

Jlopayinents arc cbielly in Mavcli and avo pmmt.nal. 'J'hero lias been no diflionll.y as yol. 
Bad Societies are Hiiuida.l.e(T by l.lm ■|tefristrar but liitlmrlo wit, limit, loss to the outsido public. 

«. /deWHfl -The Bctif'i'ra Fluids j*()]irnsenta ‘1*1 percent of the liabiliticR and with 
the share eapital mibseribnd amount. tiij^J'li per oont. Some two to threo-fifths of tlio not 
profits go annually to Iteaerve Fund a.no , ‘ 'Yealod in Oovorninent, paper. 
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^ In a<lditiuii to the Ek. y-ijOOO Jiesorve Fund in Government jiaper, there are Jakhn addi- 
tional reserve' in Government paper and Bb, 2C,000 in two Joint Stock Banks to the credit of 
the Provincial Bank : givng a total fluid resource (on Slst January' 1915) of Jin. 9*33 laklis as 
against deposits falling due in the tv/elve months of 1915 of Us. 5*15 lakhs, 

1 . Superjluom The slack period is ^farch to ^lay and superfluous monev is then 
placed in Government paper or in temporarj .Joint Stock Bank deposits. 

8. JJivUion of ProfUg.—'J^G dividend in limited by the hjelaws to 30 per cent hut in 
practice it does not exceed 9 per cent which is the rate at which loans are made to Societies. 
There are no Dhudend Jiqualization or Contingent or Building Funds : hut there is a Bad 
Debt Fund of 7,500. 

9. AiidU and Hnjiermiion . — The Bank is supervised and audited by the Begistrar,and 
by a firm of Chartered Accountants. These latter have also helped in the preparation of a 
system of accounts. Weekly and monthly returns are submitted to the Jtegisliar, 

B.— CENTBAL BANKS. 

J. Three Central Banks liave been registered but only two are as yet in v.'orking, those 
at Pakkoku and Sagu Salin. These are managed on much the same lines as the Upper Burma 
Central Co-operative Bank at ]\Iandalay but only deal with one district each. The number of 
Societies affiliated to these two banks is 197. 

The Banks deal with their affiliated Societies through Unions in the same manner as the 
Provincial Bank. The Unions assess the credit of Societies subject to the Jlegistrar's control, 
and they also supervise existing .Societies and start new ones. The Central Banks were started 
after a considerable number of their afllliated Societies were inexistence, and not in anticipation. 

2. CongtitutioH and Management.— '^he Pakkoku Bank lias 1 27 member Societies with one 
share each and 43 individual members with 179 shares. The Sagu Salin Bank has 70 mem- 
ber Societies and 59 individual members. In Pakkoku, to take it as an example, there are 
1,000 shares of Es. 100 each of which 500 are reserved for Societies ; these shares are fully paid- 
up in the case of indinduals and Be 40 paid-up in the case of societies. There is one vote 
for each share at general meetings and the directorate consists of seven indindual shareholders 
together vrith all the Chairmen of afliliated Unions, In the Sagu Salin Bank there is also a 
Council of Supervision, In neither Bank is there a system of Guarantors and neither is in 
receipt of any State subvention. They have no field state, but only a Secretary and a small 
clerical establishment. 

8. AegeU and Liahilitieg. — ^The combined Balance Sheet of the two Banks for the 30th 
June 191 4 was as follows ; — 


I 


Aeiels. 


Bialiilitles. 




1 

! Es. 



1 

i Ks. 

i 

Cash in hand and at }3auh 

1,01,281 

l,',ans and deposits from non-mcrohers ... 


1 1/13,290 

1 

Investments 

, 35 

Loans from Provmcial Bank 


1,78,920 

l>>ans due hy Societies ... ... 

i 3,23,112 

Ij'jans and deposits from other Someties .. 


OflOO 

Interest duo to Banks ... ... 

i 4,210 

Deposits of members ... 

»*» 

89,037 



Share capital ... ... ... 


33,490 



Interest and dividend due hy Banks ... 


10/j71 



Other items ... ... ... 


105 



Beserve Fond ... ... 


2.031 



Total 


4,24.004 



Pr';6t 

... 

+ 0,02" 

Total 

4,30,091 

Total 

... 



4. Gompogition of WorUng GapHal.—Bie paid-up s^re capital 21 per cent 

of the liabilities to depositois and to the ProWncial Bankand there are no Uebentuies. 

The fixed depo.rits in Pakkoku are partly local, but nminly from outside the dktrict and 
chiefly from Europeaw® •• they include also 25 per cent of the reserve fund of affiliated Societies. 
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Cori)omtiou of llcginJci'C'd Accountants (Olasfpjw), 'J'ho Financial Coininishioncr, tlic Com- 
inissionorK of NngiKjrc and jnbbnliwrc Divisions, Ibe Director of Agriculture and (lie Ilcgistrar 
of Co-operative yociefies, Ccntml 3’rovinccs and IJcnir, arc entitled to attend genend 
xncctingH of sbarcboldcrs and incctings of the Doard of Din/clors, but not to vote. 


•1. Liuhililiex and Asuflt , — The Dalance Sheet of the I’rovineial Dank a« issued on .'JOtli 
June 1014 is as follows : — 


IiinliilitiM. 

ll 

j As«,'(s. 





i s 

Its. i 



Its. 

JiOans niul doiiosifii frnm non* 

4,99,791 ' Vatu** of invcilni**nts .., 

«•* 


19,1*73 

nu'iniiorfl. 






lirmiiK iind from otluT 

tIC.l 12 


1 

1 

Cimli crwlit from Allnlinlind IMiilc ... 

3,r>2,r>!i,'i ■ Liians dii<* t*v S's-icti'-i ... 

• •• 

• •• 1 

i I2«2,ll? 

Autlinri«(>il to Itn. 10,00,000 


} 




Slmrc Cn])iint— 






Aiillinrisc,] — 


‘ Iiitnc't dll*; to <fici.*tt>** ... 


• •• 

10,578 

000 iMiiinclor**' plmroH of 

Its. 





Its. fiOOracIi ,., 

3,00,0017 





4,000 I’nTcrenrc nlwrci of 




I 

It*,. 100 rai'li ... 

■J.00,000 

... , Vatu** Ilf klicfc ill li.iiid ... 

... 

••• 1 

U20 

Total ... 

7.00,000 

: 


1 

1 

SiitsfnXnd— 


1 


i 

Col riimnlorn’ kli.iro.i of 





ltd. fiOO farli „ 

2,77.000 

1 


i 

3, mo I’rcfcrctici' kliarr*! of 




f 

Itfi. 100 racli 

3.in,r,oo 

... ' Ollier iO*!iis 


j 

( 

911 

Toinl ... 

.i.oo.ooo 

; 


) 

Paid nil— 




i 

DU J’omidPm' klLirei of 




* 

Its, DOOrnrli ... 

2,77,000 

••• 


( 

3,13G I’rffwncc klinres »t 


« 



Its. u ravh (Ikt rnll) ... 

iij,g7o 



1 

7,0-1 nniiaid 8,' kliarrs nt 


! 


i 

Its. 5 racli ,,. 

42S 

«*« ' 


1 

T.rtnl 

ir.,2.'.o 

; 


i 

1 

1 Prcfcrciico klmrc (Fullv 


t 


1 

1 

Paid) 

100 

2,02,3.70 t 


i 

Intornt and dividend duo 





Ity srcioly 

f* 

2.S.9fil 


1 

Cost of manapcniont dne 


3.oori 


1 

Otlicr items .,. 

Sk« 

1«03 



IlCitcrvo ynnilfiV., xiiuU^triliufoil imifilii 

19,973 



under Srction 33 of Act 11 of 1911'. 



j 

Profit 

21,121 



Total 

12,53,131 J 

Total 

... 1 

( 

( 

12,55,131 


4. Composition of V'orkhg Capital . — ^Tlic paid up share capital rcpiesents 23 iwrccntof 
the total liabilities, There are no debentures. 

Deposits are received from all sources including some public institutions. Df*j>osits are 
received at 3 per cent for 0 months, ‘1- percent for 9 months, a jier cent for 12 months and 
over, and at special rates for long periods. 

In order to obtain a reserve of fluid cash, the Dank has obtained from the Allahabad Dank 
a Cash Credit up to 10 lakhs at G ]wr cent per annum on the security of the pro-notes of the 
Central Danks duly endorsed by the Provincial Bank. The Cash Credit is understood to lie 
repayable within a reasonable period after notice. 

5. Emplof/mevt of Capital , — The loans which are made by the Provincial Dank to Central 
Danks are used by the latter in supplying the wants of the credit societies working nnder them. 
Central Banks pay 7 per cent per annum for the accommodation thus provided and furnish 
agreements and pro-notes to the Provincial Dank. The Directors themselves fl.v the maximum 
amount of money which may he lent to any Central Bank, and in arriving at their decisions 
they are assisted by the reports of the Provincial Bank inspecting stall and the advice of the 
Begistrar. 

llepayments arc chiefly made after the haiwest and have been very punctual. 

G. Ttesorve Pwuh . — ^The reseiwe fund accoriling to the latest bakince sheet rejiresents I’ff 
per cent of the liabilities and it is invested in Goveniment pajier. 

The Bank maintains enough fluid resources to cover all the obligations of Central Banks 
for at least 4 months in advance, these fluid resources are made np of the Cash Credit with the 
Allahabad Bank, carily realizable investments such as Government p.iper and Municipal or- 
Port Trust debentmes, and by cash in hand. 


7, Srf'fr;hiyiif in tlv'OMitml I’roviui'os owhi<j li> ajfrii’ut- 

iural cO'inHtJi'U': i*; fairly «*>11 fj»r> a<1 «ivc r Uio yoar nn<l tlif'iv i- Jn» inarljn! jutIikI of inaativily. 
^Vllt'n iiion''V is in of iwvtK. it }in«; fotin-titiir*.' Im-'-ii I'-nl l«i ('tt-(»jn*i-a(iv(' IJanks in other 

IV'vinw. 

S'. /S/fi'/oM (!/■ /Vr'-V*.— Ill th" tli'-t vrar all pnifit* wco* laira'd to tin* IIcutvo rmwl and 
a ilniih'iid of J jv-r rotil wk divlan-'l in* tlf f’>’"iid yi-.ir of worlviiiir. Then* is no maximum 
limit j»n-.'t'ri\v'iV 

(Tnot^.'.rf-rri'io''.— Til*' Haul; i*. n^»orvi.'»! hy if^ l>ilVl’lor^, fin* lleiristrarand his- 
staff. Audit is oondilctf-*! hy a jiiMfr-'ional Auditor. 


U.-f'KNTHAI. HANKS. 

1. 77.’ .'•i/i'n IS /' r,‘'.-~Tii« r»' an- 2*' f'oiitr.d ll.anhs mid i.lJ.'i sih’ictli’s. With ven* 

few oxeejiti'm*. all tlie s'vi''!i*'' in tli.’ I’loxisu'.’ lioM (diaro.. in (h.* Ci-ntr.il Haiihs mid.>r wliieli 
tii'*vworK. Iva.’h (‘. iitr.il Haul; d.-als with n n«-vifi.-<l nnw whieli i« s‘'m<'lim“s .a District and 
Mimt'timx a T.ah'il. Tli.’ D* j>«ty ('’•nimi'-.-i.iii.T, and in som*’ th.’ Siih-Divi.sioiial Ofliccr 
also, is i :)ti*l'’«l t** sit an<l vot*- a! nn- tiniT. of ih” ihan’ln'M- r.- and Dio-i’tors ; hut tin's*.* otlicers 
art' not Dinvtors. Thi' Itanhs d.-al dir.vtly ttith tl.** •ivi.-tirs artiliat.-d t«i th<*m. The nsses.e- 
mcnt of till* oii*<llt of the ! .k’ii'ti*’.- is don.* hy the ('••ntial Itanhs thi'tii'elve'., Th** Dinvtors of 
th'* C*”.ilral llanhs .Mastitut**, in fa*’t, jvihiinr Itsirds iif th** ■•oilil nsjiiirem.-nts of sf«'Ii*ti*’.s, th»^ 
s.vi-'ties Ihemsclvi*. fixin*; th** er.’*li{ <*f th* ir indixidttal meinl* tv. Tie* I.s’al l;iiitwl<*d">? j»fts.s*‘.«s- 
»d he th*‘ (''•iitml llniths is oh!;ii:;*sl thn*n*.;!i th.ir>*w 2 i staff and lhr»‘iij'li lion*iniry worhers, and 
deahnu's with Sisd* ti*--' ar*' Ko.-*! .-..nsiil.T.ition of ine..m.*, r.-ntal, eaniititr eajiaeity, honc.st 

Oi'iiduel, etc. The vii]>er\isioii of s..,*ii-!)i-s }<. e*»oh>e!ial hv the Dinvtor^ aiol their jiaid staff. 
No iiew sivi* t_\ is- st.nited tinl*--s the jin*jv.»;ds h.tve h«*ii eiiiinir*'*! int.ihv a Dircv’tor wilfi kuow- 
leiloeof tlu'hvnliix from \\hieh the j.n.p .-aU eoin**. 

2, -t^n fir-t vtartiinr work as t.-aehins' and financing 
institutions Central Hanks an* eonij..n.il «if « sniall nttnih'rof individual memls'rs. Memhcr- 
shiji is inereas*sl .jiTiiliialh lo th** inehisii.n of i.vieth's. All .shan-s an* onlinary and are fully 
mid up. N<i linaneial assistmiee or o-naninl.s* i*. oi\eii In (iov«*jiim**nt. In all Central Hanks a 
1.11^' nmjiority of voles- is now in tin* Iiands «.f the allilialiil siH’ieii*s. Amonsrsl :ui illitonilc 
IH'imlatioii th** Work of ae.'onnt*koejiin'r is d.iae <*ith«*r hy a small paid staff or hy a suh com- 
Jiiitttv of Dii's’t'.rs Tor Held wor). it is itsiial f.idixid** tip the area of operations into circles 
Kieh Hiidor one Dinvt'ir. 

ti. Lt-tltliitr* anti Atfc!'. —The cotnhine«! Halanee Sheet of the Ceiitr.il Hanks for lf*13-l*t 
\va.s as follows : — 






1 

11.. 1 




17 s. 

CmTj tn Uiiiit suit nt Itauk 


:s.ii2 1 

Ltm:. ami (lejin.it. freiii u*iii-moiiil>ers 



6.48,0S8 

InvisUncnii ... 


•t5*,07:i 

I.oaii. ami ilr|ni.It. from I’rovincial 

Hank anil 

other 

‘ 11.97,672 








Loiii!! «tiic liy iiioiiiWrs 

•*« 

8.7*.»? 




1 

Loans tine t.y otlicrtooiclics 

... 

2l,C.2.629 

PejH«>t* ol raemljers ... 


• *. 

1,89,913 

Interest line to tjan).-s. .. 


31>,472 

Slnre capital ... ... 

••• 

•«« 

4,97,105 

Stock in lianit 

... 

C,3Si 

Interest ami diritlcml tine by bank. 


• •• 

31,033 

Other items 

... 

30,670 

Cost ot inacagcmeiit tine 


«»• 

732 




Other item. 



32,943 



1 

lleserve Fnml .. ... 

I 



, 20,290 




; 

r 

Total 


20,21,678 



' 


Profits 

... 

+53,900 

Total 

... 

20,75,578 

\ 

j 


Totri . 

e. 

26,75.378 
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„ ^^- Composilion of IForking Capital. — The filiare capital repretent's 18'9 wit cent o£ the 
iianilitics. There are no debentures. 

Deposits c-orne from .all sources, includin^r jniblic institt/tions, but do not include anr jeserve 
funds of societies. The bulk of the deposits are for one year at 0 ]>er cent, 

Centi-al Danks may icceive _ loans from the Provincial Dank but have no dire^jt 
dealings with .Joint Stock or Presidency Danks exc/ipt in Akola where, as a matter of conveni- 
ence, a sm.all C.ash Credit of Ils. 1 0,000 has bf«n gianted by the Dank of JJornbay on the' 
guarantee of the Pronneial Dank. Loans of the Provincial Dank are at 7 per cent .and are 
given on the security of the pro-notes of the societies, 

5, Kmployment of Capital. — Loans are given to sof;ieties only and the credit of sofaelies 
is assessed by the Centi'iil Danks themselves without the intervention of the Itegistiar. The 
periods accord with the needs of the societies and the loans arc glx'cn at 9 per cent on the security 
of the pro-notes of the societies. Cash Credits arc not given to s^Kiieties. 

Decoveries are n.eually veiy jjunctual, disputes l>eing r.-ferred to the J'egistiar for decision. 

0. Jlaerve funds. — All reserve funds are permanent and indivisible ; and while the indi- 
vidiml proprietary rights of Danks and Societies in their reserve funds arc carefully preserved, 
a system is in force which transfers all reserve funds as they accmniilatc to a conglomerate in- 
vestment in Government pajK-r, prom this conglomerate fund the Governor of the O/ntral 
Pro^dnees Union of Co-oj)eralive Danks has the |Krtver to grant temporary loans t/j the JVovin- 
cial Dank in ciiseof need. As all funds, from whatever source obtain«l, tin.'illy r«ich the hands 
of the societies, the proportion which the total rescr\-e funds l/ar to liabilities should be 1/ased 
upon a com|)arison between the Ihibilities of the societies and the accumulated reserve funds. 
Upon this basis on the 90th of .Tune 191‘1, the reEer\*e funds repre*sent^jfl 4'0 of the total liabili- 
ties of the societies. Tlie reserve funds of Central Danks .alone, with their share capital, 
represent 19-G per cent of their liabilities. 

7. Supeifliiont Funds. — Owing to the s^-stem under which these banks arc connected with 
the Provincial Dank they have Jio superfluous funds, 

8. Dititiou ofVroftls . — Dividends on shares are limited by the Local Go^'crnment to 12 
per cent. Some of them have small Duildingand Conting<.'nt punds. 

9. Audit and Supen /«<;«.— The audit andsiij^n’ision of Central Danks and swieties, siyart 
from Government Audit, is arranged for by the Central Provinces Union of Co-operative Danks 
which was started in 3Iareh 1919, and which works under a Governor {the Degistrar being at 
present Governor for life) assisted by an Advisory Council of four jnrmh.^rfi. The Union 
expenses are met by a levy of De, 1 from c-aeh memoer of every society and the Union employs 
a staff of 1 12 persons .at a monthly cost of Ks. 2,8CS. Jivejy society and- Central Dank 
is a memljer of the Union, 


IX.— ASSAM. 


CPNTJIAL BAXKS. 

1 . System in Force . — In .tVssam there are two Central Danks, with a membership com- 
posed entirely of indhiduals, one of which lends only to s.-xiieties and one of u'hich lends to 
indh-iduals aswell. There were also, in Febraaiy 1915, -1 Central Danking Unions on the 
Bengal Pabna model w'ith individuals as preference shareholdc-i-s and .12 affiliated societies as 
ordinary shareholders. 

, In Older to assess the credit of borrowing societies these Ixniks rely as a rule chiefly on the 
recommendation of the Degistrar which is based on (1) the report of the Assistant Itegistrar 
or Inspector, who generally has direct acquaintance with the actual working of the society 
■concerned, (2) rough valuation of the assets of memliers prepared by societies applying for loans, 
and verified by %'iBiting officers, the maximum permissible being one-lialf of the total valuation, 
and.(3)in2 districts the recommendations of guaranteeing Unions on the Burma model 
which at present comprise 47 societies. Propagandist w'orkis done by the official staff and 
by Honorary Organizers. 

2. Constitution and Management.— 'fha two Central Banks are composed exclusively 
■of individuals holding sliares of Ds. .'iO each, on which Its, 2.o are paid up. They have granted 
loans to. 93 societies but do not concede any representation on the 3Iana{^ng Committee to 
them. In the Banking Unions, which arc still on a veiy humble scale, the societies holding 
shares are authorised to elect half the Ahanaging Committee. Their area of operations is the 
sub-division within w’hich they are sKuated. Tlie two guaranteeing Unions on the Burma 
model are composed exnlusively of societies but have not yet had time to develop a full sense 
of their corporate functions and responsibilities. 
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X.~AJMEE. 

CKNTilATi BANKS. 

K Sj/xtei.i i‘i aa' .i Coiilral Banks orjiaiiisod inoiv or less oii one model. 

llio\ bijlou^ to iho lui^ceu wliu'h ainis ai iaclvulia^ l>i>tli indiviilutils aud sociotio*? 

among the shaivhohletv but in only :j of them have soeieties vet taken shares. On June 
aOth, m 1. then.' weiv lit.'i indivhhial members as aspiinst -ISO societies. .Loans are granted 
direct to primarj- societies, the credit of which is assessed on the basis (1) of the ‘ h.oisivat ^ 
register praparwl for each member, (i' of the recommendation oC the Government Insiioctor or 
Kegistnir.aml (:l) the local knowledge ol the Directors of the Central Bank. As a ride loans 
•are not given in exeess of A of the estimated value of the rral assets of all the meiubers of a 
society. Supervision and pivpagiiulist work are carried out cntiralv bv the Kegistrar and hi's 
ollicial staff. * * 
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*2j Const itiUtoii and ^^anascmeHf■.— AM shares in Central Hanks rank on one footing 
as ordinary shares. Their value is lls. 25 each, fully paid up. In all cases societies form 
the minority of the shareholders and in only 2 Central "Banks docs the number of society 
shareholders exceed 1. Arrangements have been included in the byelaws whereby they are 
secured a fractional representation on the Committee. Full-time paid managers are retained 
as soon as the volume of. business permits of it. The total cost of management is 
Bs, 2,910.^ ITo field staff is maintained. The areas of the 5 Central Banks have not yet 
been precisely defined and cases occur where one Central Bank finances societies affiliated 
to another. 

3. Assets and Ziahilittes.'—lhQ combined balance of the Central Banks stood on June 
SOthj low, as follows ; — 


Assets. 


Liabilities. 




Es. 



Ks. 

Cask in hand 

03,000 

l.rfans and depifils from unn-members ... 

... 

1,51,330 

InTCsimcnis 

0,027 

l,oans and deposits from societies 

t' 

20,033 

Loans dne by members 

SGt057 

Loans and depo.siis from Government ... 

\ 

31,000 

Loans dne by societies ... 

0,35,927 

Loans and deposits from members 

• •• 

4,03,013 

^V22^75 

\ 

Intcrcsi dne 

21,001 

Share capital 

»•* 

Stock in hand 


Interest and dividend line ... 

... 

Other items ... 


Management due ... ... 

0 .. 



Other items ... ... ... 




1 

Ilcscrvc 

... 

7A72 




... 

7,01,734 



Profit 


i23,020 

Total ... 1 

\ * 

7.8 (.7'0 

f Total 

... [ 7,SiffS0 

i 


‘I. CompoHdon o/i^oriin^ CapiUl. — Tj^iSrc capital constittites about -’.th of the total 
working capital. Dc]««infc^rf rewivod dlf from urban _ centres at rates of 5 per cent for 
non-mcmbci's and 0 ji. r raiaub^rtfu alliliatcd societies. The primary societies arc not 

yet sufficiently /inam-id i,i mecCT^ll t^nccds, and therefore the Central Banks e.\ceptiug the 
Ajmer CentralBank arc not c.a11^u];On to serve up to any material c.\tent as balancino' 
centres. >,’o relaii.ni.s have been o.stablislicd rvith Joint Stock Banks, but the two*' bin-gest 
^ntral Banks have arranged with their treasurer to draw on him when they find it necerearv. 
^e loan from G.iveriimcnt shown in the balance sheet represents tak.avi distributed throu-rh 
the Beawar Central B.ank during the Last famine. " 

5. Empluyuchl of Capital. — Central Banks grant loans to their individual member's 
at 9 per cent usually cither up to Jthof the A-alue of any shares ordepo.sits that may have 
been received from them or secured on a mortgage of real properly. The bulk of their 
capital is utilised in loans to societies at 10 per cent. These lo.ans arc granted with the 
Begistrar’s sanction for periods jrA'cragiirg :» to 5 years. Owing to the famine in 19];l-J l. 
repayments Lave in several cases fallen irrto arrears. Last year -lb societies rejraid nothin"' 

0 Moieties repaid interest only, MO repaid intcivst and part of the principal, and 29 societies 
paid the full amount due. 

• G. llescn-e /‘'imd 7— Alter carrying '^uiwrcenfof the profits to reserve and declarin"' a 
dh'idend.up to a maximum of 12 percent the mnainder i.s carried to reserve, and a larne 
part of the reserve fund is usually invested in Government promissory notes. ** 

7. Snperjlnons j^Karfs.— Loans are occarionally made by one Central Bank to 
another. Cash balances in some cases are kept with the treasurer 'who allows interest at 2 j>- 
per cent, when they exceed Bs. 5,000 in Ajmer and at 3 per cent in Beawar when thev 
exceed Rs. 1,300. ' ^ 

S. division of Pra/ffo.— The usual rate of dh-idend is 0 or 10 percent; .and the 
balance of profits, after mfing a bonus to the st.'iff .and other cliarge.s^ is either carried for- 
ward or treated as an addition to the amount alioc.atcd to reserve. 


9. Inspection and A«dit.-~Moth inspection and audit are done by the Benistrar and 
his inspectors or clerks. The staff is at present under rcorganisation. * o * * 

The Central Banks of Ajmer and Beawar have got their own auditors also. 


_ • (.Vote).— In tliociiRC of the Ajmer Central Hank Ltd., at 51 per cent no to Its. 15000 t,, -r .1 

Beawar Central Hank Limited at G per cent to the extent of liaif tie annmtit of their aliarc Capital. * 
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APPENDIX II. 

DESCRIPTIVE NOTES OF SOCIETIES. 

These notes arc intended to give readers a concrete jjresentment of the organi- 
zation and toorhing of a feio actual societies. The societies chosen for 
description are not necessarily typical either of their class dr of India 
generally. 

I.— Crosthwaite Central Co-operative Bank, Limited, 
Sihora, Central Provinces. 


1, Bate of Registration . — June 33ndj 1907. 

•2. Constiintion- and Manngement . — ^Thc mcmborsliip is composed of 4-3 private indi- 
viduals and 263 affiliated societies of the Raiffeisen tyi^e. The indiridual members have 
been admitted firstly because they are S3-mpathetic local men whose influence was needed 
to start co-operation in this backward and poor tract, and secondlj' to provide the business 
ability needed for the management of the Bank and not yet forthcoming among the 
representatives of primary' societies. There is a provision in the b^’claws for the ultimate re- 
demption bj* societies of all shares held b 3 ' individuals, but this step is not yet thought expedi- 
ent. The 263 affiliated primary- societies include a membership of 5,207 persons largely 
illiterate. These societies all lie within the Sihora Tahsil, the area to which the Bank confines 
its operations, and it is estimated that of the total population of 2,04,869 souls at least one 
quarter will cventualty be included in co-operative societies. The tract which is subject 
to famine is chiellj' dependent on the wheat crop, its inhabitants are backward and primitive, 
and poverty and indebtedness are almost universal. Everj- shareholder whether an individual 
or a society has 1 vote onh*. The Board of Directors, which meets quarterly and controls the 
general management of the Bank, is elected annuall\' and consists of 9 persons. Any indi- 
^•idual holding not less than 20 shares or anjr Chairman of a Village Society is qmlified 
for election. The Deputy Commissioner of the District and the Sub-Divisional Oflicer are 
entitled to attend all meetings of the Board and to vote. Under the general supervision of 
the Board is a Managing Committee of 5 persons appointed bj- the Directors from among 
their own number, which meets once a month, or more frequently, for the disposal of current 
business. As the number of societies increases, it is proposed to appoint local sub-committees 
to help the Managing Committee. 

2. Sources o/Capifal.—Thc funds of the Bank are derived from the following main 
sources ; — 


Ss. 

Share capital 

Deposits ... 

Loans from Provincial Bank 
Deserve Fund ... 

Total ... 11,21,14-5 


1?,210 
... 1 . 12,929 

... 82,403 

... 7,603 


Of the share capital Rs, 3,S20 have been subscribed bv societies, and the remainder by 
indiridual members. All shares rank on the same footing and are of Rs. 10 each full v paid- 
up. Deposits, which carry interest at 6 per cent, are not received for less than *1 vear. 
There arc 37 deposit accounts, including several opened by the Court of Wards and public 
boies. The Provincial B.ank grants the Crosthwaite Bank a fluctuating cash credit, wliicli 
is revised from time to time but has never been less than .') times the paid up sluire capital 
of the Bank plus so much of the reserve funds of the Bank and its affiliated .societies as 
is separatelv invested. The reserve fund is_ invested in Government promissory notes. 
Besides its own reserve fund the Bank holds societies' reserves to tlic extent of Rs. 24.430. 

•?,. Emphgment of CnpUal . — ^The funds of the Bank are used exclusively in financing 
unlimited co-operative societies situated in the Sihora Tahsil. Objects and repaying cajja- 
citv are considered in fixing the instalments of repayment. Periods vary fr >m 1 to ■) years, 
ani the average loan is' about Rs. 60, The Central Bank lends to sooieiic.s at 0 per cent 
and thev lend on to their members at 12 per cent. The maximum credit of each society 
is fixed bv the Bank annimlly on a consideration of the normal credits ii.vc l by the societies 
for their members. The security taken is the pro-note of the borrowing sicir.r. 
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4, Profits and Reserve Fund . — It Is the pi-aclice o£ the Bank to carry more than the 
statutory minimum of 35 per cent to reserve. The dividend has for some years past been 
declared at 6 per cent. It may not exceed 13 per cent without the Bcglstrar’s sanction, 
which call only be given when the lending rate of the Bank to the societies has been reduced 
to 6 per cent. 

5. The staff is divided into two distinct departments, the first being used for 

executive purposes, and the second for audit. The first section is paid for out of the gross 
profits of tne Bank itself and consists of — 


1 Manager 
1 Inspector ... 
1 Accountant ... 
1 Clerk 
1 Daftri 
3 Chaprassis ... 
1 Chowlddar ... 


•( 

•M • 

• •• • 


••• 


Pay. 

Bs. 

... 65 per month. 

... 36 „ 

35 „ 

... 20 „ 

... 10 „ ^ 

... 7 each per month. 

... 7 per month. 


Total ... 183 per month. 


The following staff is maintained by the societies which collect Be. 1 per head from their 
members as an annual contribution 


3 Union Auditors ... 

• •• * 



Monthly 
Pay. ■ 

Bs. 

30 each. 

2 Peons ... 

••t 

••• 

• •• 

... 7^ each. 

1 Sodetv Molmrrir 

• •• 

• M 


... 20 

2 „ Moharrirs 

• t* 

••• 

• •• 

... 18 each. 

1 „ Mohartir ... 

••• 

• •• 

• •• 

... 1C 

2 „ Moharrirs ... 

• •• 


• •t 

... 16 each. 

2 Apprentice Moharrirs ... 


• •• 

• •• 

... 16 each. 


Total monthly expenditure ... 207 


The Bank's staff are engaged in the supervision and instniction of affiliated societies 
and in the management of the Bank’s current business. The Moharrirs are secretaries 
employed by the societies to maintain their accounts by groups in the absence of literate 
local men competent or willing to do the work. The Auditors work under the Pro^dncial 
Union, and audit the accounts of Primary Societies. There is also stationed at Sihora a 
Government Auditor who audits the Central Bank, and makes test audits among primary 
EOcicticB. 

■ 6. Special features . — The Bank has built itself a substantial office out of its accumulated 
surplus funds. It has made arrangements with a Calcutta Company whereby it serves as 
a depfit for the sale on commission of improved agricultural implements. A number of 
independent Unions for the production and distribution of pure seed among agriculturists 
exist in the tahsil. The Central Bank serves as a link between them and the Agricultural 
Department for the supply of selected seed. 

II.— Meghaval Co-operative Credit Society, Unlimited, 

Bombay City. 

Bate of JUf/iatration . — August 26th, 1913. 

3. Constiintion and Mavaejement. — The Society is organised on the Baiffeisen model 
with some variations. Membership is confined to sweepers, chiefly' eniployed by the Mmrioi- 
palitv, and resident iir certairr adjacent streets and yards in Bombay City. Members ara 
admitted by the Managing Committee after very detailed enquiries into their indebtedness, 
•earning c.'rpaeity, property, habits, etc., and are united by ties of caste to . each other. They 
now nrrmber 77, of whom 7 are women. The Managing Committee which meets about 
once a fortnight consists of 8 member.s, who have made substantial deposits, aird includes 
the Secretary of the Society. They arc elected by the General Meeting, and work under a 
“ Board of Srrpervision,” composed of member's of the 'Servants of India Society and other 
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olviril’iMi' iv’rHoii': who mv n<i» niomi^olvf's mcmk'iv; of Iho iMcjrliaval Socintj-, Jt forms 
oiu> of n LM-oupof Rimihir RoriolioR formod ainoiip; iiiill-hinids and ollior arf iwms under the 
nil 'of' (he l)«'h< IJedemidioii CoJnniiffe.* of lloinhay. wliieh einplovs and controls a 
I Suvloiv for sunerviMU}: (lie work of t he gumii. As; (he nu-ndiers »f (his frroup of societies 
mi iononiid and indel.(.-,l aial lieloufr .-hielly »o (he dej.ressed elass-s, (l.ey lu-d constant 
supervision and Iniininy. 

.<eHrer.< (j/'Casf/a/.— Tln-eapital of ihe Sociely is d-rived from the followiue: main 
souives : — 


^Icnihrrs* dohralmv r.ifUiey 
MrinV'Oi>' dcj'O'-itf 
Noioinnnlvrs' <1cj'<i*il« 
Ijoali' from <if.irnini''iil 

from olluT frcirlio' 


1 !<. 

7.-1 

l.VJo.'. 

500 

l.flO 


T.-! i! ... lP.<iSii 


F.verv mend) r is U.nnd (.. (;d;.> up (w.i d-h •ntniv-. of H^. in each, If ariny: int‘-i-.-.t at 
fij per coil and n dcmahle afl-r lu ycii-. He imu l illo r j>:iy Ho* ainr.md in full, -.r, in 

oixler to facilitate thrifl, c*ntril>iile a monthly instalment <*1 v annas. 'I’lnsse ivlio have any 
savines .if tlnir own may dep .mI th< in for j--riods i \tendini: from 1 to :: years at mte^ 
vanino fr.nn fi to *» p. r c ut. Tie* dep..slj., olitain-*! from n<>n-m< ml>-T.- at similar r.it'-s 
hav' l« s n ehietU attru'-ted hy eonfid- nc- in tlf eloo. mp.-n i>.i,.n • veo-is.-d o\'T t In- society 
liv Mr. H. K. He’vdhar of the S riants of India F<s-iety and the IV.atd of Supervisors oener.dly. 

■1. (.'r/./'<vrf?;( n/’ f’l!/ jVii'. — Tie' priuiari ••hj'-t of the Society in to fri>- its- memh-rs 
from their old delits to their eas(e felhov- ami to .Manvatis, llanias ami I’athans, wliicli 
gi'uer.dly hear inteust at from 7o t.i K.n p.r cut. Tlie niavimmn amount .advanced to a 
sintrlc tm'inbi r is l{s. ;!(Ul ami no ease is taken up nnl.-e flic inc .nie of tin* uvmh-r i- such 
as to ai\e orounds for po'-muino tliat tlm whole debt will !>• paid oil’ in three years hy not 
more than oii monthly instalimnts. l.i.ans for the di>i*haroe of > .<.i:d ami ri’liciotis ohlit^ttiojis 
are uiien in cas.-s of ah-olut<. mvcssity provided llial the total amount advam-ed in a year 
docs not exec'd l!s. Inn. .\s tin' mcmlsTs of tie- .‘'■•ciejy Iiaie)itt!<* ie;i! prop..rly to offer as 
sivurity . llm fjrcat'st importance is attachd to sureties. 'I’liri'. an- Usually rcpiio'il for I'Vt'ry 
hian and one of these must usually !►> a mar O'lation ami tlm e-irm-r of a reoulnr .salarv, 
luti'U'st ou loans is eharoed at the nit>' of jit cent. 

* 1 . P'oii's <jio/ ]lr<errr J'liuil . — Tim ivlmle m-t jirollts and all entr.nwe fees ap‘ earri'.il to 
it'scrve. llofori- the net profit is divlan-d 7 t ji-r c.-iit of it is set asid.> for tlm eucriunioiTUenl 
of education. 

15. -Vij/f.— The Memhers nf Hn* ^fanaoini; (’oiinnilt. inclndino' the t'hiiirman and 
Secretary, work fu’e of charoe, hut with the inevease in elerical work it is jirojioscd shortli' to 
give the Secn-tary some dclinile rcimmi'ndion. In addition f>i the Siij'iTvisiim: t'ominilliv 
whose services an’ onituitoiis, the work of the Society falls under tin* snjicrvision of one of the 
two jiaid Inspectors maintained by the Heht Ucdeiujition Coimnittee of Ihimhay. 

7. Spi'ctal rt'alnifn . — The .'society forms ono of a ’groUj) which an* under the spevial 
caiv of the Hebt Hedeinption ('oniniitt)v. A scheme is about to be introducHl under wliieh 
every momhiT will he reijuircd to subscrih-.’ to an hlndownient Insur.mce Volicy for Its. i.nO 
maturing in iO yeai’s, and to jiay the premia to tin’ Soi-iety hy monthly instalments. The 
Society would pay the premia to the lusur.vnce Company hy auuunl instalments and would use 
the iutcre,st accumulated ou the money jicnding with it to junvide free medieal aid to members. 
The scheme is intoiulod to encounige thrift and to jirovule nvembevs with policies which mav he 
accepted as socuvity for loans. A small eo-openitivo slmv. for the retail of I’l'n’als and other 
necessaries, has been started in isinnectiou with the Society for the use of meiuhei’s. 

Lantern lectuiys are given free to the lucmlH’i.s on popular suhjoets, and special facilities 
in the way of mght schools havo been arninged for them and their ehildivu hv the Servants 
of India Society. ' * ‘ ' 


III.— Tantabin Union of Co-operative Credit Societies. 
Kanbalu Township, Shwebo District, Bunna. 


1. Jhf(’ qf'JteifistrttHoii . — ^Iiiy ^’.liid, llMO. 


Loiiftlitiilioii ami :Hmiaffenieiit,— \'\wVn\m\hs composed of t'.B rural sociel.ie.s lying 
within a radius of about 10 miles from Taut abiu 11 ail wav Statiou. All oavefullv mauKo’cd 
societies wilhiu the avoa are eligible for inemberslnp. The nltimalc ooutral of the Umon 
rests with the General llfeotiug. consisting of i repvosciilatvves of each aUllintcil society 
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which met o times during UU-U. Its business is to consider the inspection notes of 
, ainJinted societies and issue any order tliat mar he nocessarr, to discuss their general 
Mndition, to regulate their credit, and to elect a Chairman and Vice-Chairmen. The 
Chairman and Vice-Chairmen constitute the Union Committee, which deals with all 
«mTcnt business, supervises the work of the Inspectors, reqiuires Z of its own membere to 
inspect every society themselves, and gcnemlly secs that tlie afiiliated societies are carrrinf 
out the Union Regulations. The Union area is dix-ided into loc.!! groups and in each a 
flmall sub-committee of 8 or -J- members under a Vice-Chaiimah has been constituted to assist 
the Committee in its work. The objects of the Union arc to ti-ain and inspect its afiiliated 
, societies, and to have the borrowings ofmeh of them from non-members gimranteed br tJie 
remaining societies with which responsibility for the assc.ssnient of credit lies. The extent of 
the liability of each constituent society* is limited to the maximum .amount of loans from non- 
members held by it during the immediately preceding year, 

3. SoTirccs oif Capital . — The Union itself is not a iinancing body, but levies a rate of 
13 annas per cent on the working capital of afiili.aled societies to pay its .staff and to meet 
contingencies. The Union has worked so satisfactorily that it has been granted a cash 
credit of Rs. 75,000 by the Upper Burma Central Co-operative B.ank, .'iiid within this limit 
all applic.ations for lo.ins by afiiliated .societies fonvarded and ajitwved by the Union are 
sanctioned immediately by the Central Bank witboiit reference to the Registrar. TJic Union 
itself holds no funds apart from those realised by the Union rale and takes no deposits 
from outsiders, 

•t. Emploi/mcnt of Capital. — The societies constituting the Union arc all agricultural 
credit societies cither on the pure Raiffeisen model or on the model wliich requires members 
to take shares of Rs. 100 each, parable in 10 yearly insfalmonts. The total share ciipital 
of the borrounug societies w.as on .Tanuary OOlli, 1011, Rs. 9, <190. The maximum credit of 
fticli society is fixed by the General Meeting, but each particular .applic.ation by .a society for 
a loan within this maximum is scnitiiiizcd and revised by the Union Committee, before being 
tTan.smilted to the Central Bank. Loans arc iililized by tlie members of primary societies 
for the puqioscs dcliiied in their byelaws. They arc repayable either at harvest or within 
periods not exceeding 4 years according to rigid rules embodied in the byelaws. Bejiay- 
ments have in most cases been very punctual and in the few cases of del.\v the Union dealt 
severely with the peccant societies. Recoveries, after deducting sums required for small urgent 
loans, arc yemittca through the Union to the Central BaiiK. Societies obtain funds from the 
Central B.ink at 9 per cent and lend them to their members at l.'i percent. 

5. ProJits atul Jleserve htud. — Tlio Union itself makes no profits and holds no rc.seiwes. 
The total reserve fund of the affiliated societies amounted in lOM to Rs. 13,198. Itisia 
rule that they should deposit J of their profits with the Central Bank in a Sanngs Bank 
.account, the remainder being utilised in the business of the societies. \ 

' 6. 5^/^,~Inspcctions of affiliated societies are carried out primarily by the Union 

•Committee men who receive a fee of Rs. 3 per society inspected. The Union contributes 
.also to the salary of an Inspector on a consolidated pay and travelling allowance of Rs. 50 
per month, who inspects and trains the societies constitiiting (5 Unions in the neighbourhood. 

A Secretary is also maintained to write the accounts and to carry out any orders that the 
•Committee may give him. 

7. Special yt'fl/wrcj.— The General Meeting maintains a veri- close and active superrision 
•over the details of the management of all constituent societies If it finds that the debts of the 
members of any society have increased or that the number of c.attlc or the amount of land owned 
by them is diminishing, it requires an explanation In cases where the members of a society 
persistently fail to master the main principles of co-operation, it takes special measures to instnict 
"them or recalls the loan adranced to that society. It assists societie.s to arrange for the sale of 
their rice in Mandalay. All defaults or applications for extensions are thoroughly discussed in 
the full meeting. 


IV. — Lucknow Baraf-Khana Co-operative Dairy Society 
Unlimited, United Provinces. 

1, Date of Segisiration . — The Hus-iinganj Ghosi Co-oiiwativc Credit Society registered 
•on September 14th, 1911 was reconstitutwl and registered under the above name as a dairy 
society on March 17th, 1914. The dairy actually .started operations in December 1913, 

•Z. Cfinstituiion and itianagement. — The number of membere is 40. As a qualificatiou 
for membershil* applicants must be owners of milch cattle and cariy on the business of 
the sale of milk and dairy produce in Lucknow. The Managing Committee consists of 7 
members, of whom fou/ are elected by the membere and tluw are nominated by the 
District Co-operative Bank, Luclniow, which finances the dairy. Among -these latter is the 
Deputy Commissioner of Lucknow who is the ex-officio Chauman. Committee Meetings are 
held not less frequently than once a month. Up to Januaiy 31st, 1915, 33 meetings had 
taken place. A sub-committee of 3 members, pivsided over by Mr. M. Azhar Ali, Pleader, 
bas b^n appointed to cany on the ordinary administi-ative control of the dairy and had 
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hold -I'.* up (o .Tanuavy iUsl, llU.'i. livery inomhor ui' the society is required 

io tala* up ul least <uu’ share and as mnuy mom not excoedinj;' ofl, as the Committee 
mav divide afler oonsideviucr his ireneral position. Shares are of Jls. -’0 each, p.ayablc by 
20 equal half-yearly instalment':. 

■.?. .^owrer: I'/ — The followinc are the main items which constitute the working 
onpit.al : -- 


Paid iqi shaiv capital 

Loan from Tlistriet Hank 

Loan from Lucknow Municipality 


Ks. 

... . 1,1'U 
... 11,110 
li.OOO 


•Jl.C.rM 


A- n'iiards shan* cajutal. }(1 siian's have bc--n suh'-crihed and are being paid up by 
haU'-vearlv iustalments. The loan from (ho district hank is Iv'ing repaid by monthly 
instalments as tivovcries com'? in fii'iu m‘'mbors. The society \va« lent. Its. 0,000 by tbc 
Lucknow Mmiicijiality at .*« per cent r.'payabl" in 0 ye.ars for th" construction of suitable 
buildings. 

!. Ev.pictnr.fn' <j' — •(Ai-h loan- ar** made to nvmb'is at the mto of 1.) per 

C'-m. chiefly for the purchas” of mileh entth* and fodd-'r. Small loans tire ri'p.ayable by 
monthly instalments. an<l <•( hen; accordin': to tle ir ohjei't and th" eondition of lie! borrower. 
The borrower is n-quin'd to fttrnish two snreti'-s and to si'jn a pro-no(>'. Loans are ordinarily 
repaid punctually, but owing to tie- hi'jh pric*' of food--tnlT- pveNailinir last year some 
have b votno ovoriht". 

The members buy and look afl'.r tlvir own catth' Th-'v also buy tlieir oun fodder 
which is insp-vtcil by the Manager. In its corjioratc ca^iaeity the society lia« kascd some 
pasture laivd iu Lue'km.'W its -If for the u-'* of th" cattle k'-pt in the dairv’ jircmisej:, .and 
also last hef weath'T leased some pastur*' land in the llahrttieb district to wliich dry cattle 
were c.'ut. The .\gnt.nltural Department in conjunction with the Arnnicipnlity in-opose 
shortly to start a sullage farm in th-' neiolibourhiH'd. and have ]tromis>il to S'dl fonder to 
the dairy at ivasonablo rat-'s a- soon as it Iwoni'-s available. 

The sooifly in its corpomt" capacity has also s.i'Uri'd a convenient site for the d.aiiy 
near the civil station and cantonments, and ha« investnl about Its. .‘s.OOfl of its working 
capital in envting (1) a dairy fi(l<'d with modern dairy aj)pliane<‘s. together with an 
oflicc room (*2) two sheds for the housini; of the cattle, which munh-r 211 and include 
cow.s. buffaloes, and calves, and (‘.')! two rows of dwellim: houses in which '.(2 of the 
members reside including both Mussidmans and Hindus The cost of cac.h house is debited 
as a loati to the member occupying it, and when the loan is rocovcjvd, tbc bouse will 
become the [Member’s private property. It is proposed as funds b'.vome .available to build 
(1) additional sheds for cattle, (2) qnartci's for the Manaci'r. and \:>) a compound wall. 

■ Proflls a>;<i Jieserre Friid — All anim.als arc milked under the sujvia-ision of the 
Alanagcr. The milk is received diiwt in the daity room at the rate of 11 soere per 
rupee. From tbero il is sold direct to Ibc jmblic at S seora per nipce as whole- 
milk, or at 12 annas a pound as butter or cream, or at I'lattna.s a |vumd as ghi. There 
am about 100 regular customers, both Eurojican and Indian. The rate cf sale appro- 
ximates to the market rate a.s there is little demand for milk at a higher rate. The 
total receipts on account _ of sales between December 1913 and .Tanuary “l 915 amounted 
to Ks. 14-,4GS. The milk is distributed by band by some of the members who are remunerated 
at the rate of 0 annas per house ^ler month. 

The society is one of imlimited liability. 2so dividends are to be paid on the shares 
of members for 10 years and after that period .a dindend limited to 10 per cent will be 
admissible on fully paid-up shares. At present all profits are carried to reserve fund, wMcb 
on .Tune 30th, 19 14', amounted to Rs. 8S5. The profits for the following 7 morrths were 
Rs. 848. The reserve fund is used as part of the working capital of the soeietr. 

0. Sfaff.-—{1) -V manager on ^ Rs.^ 35 who has visited some military dairies and been 
trained in co-operative work. He lives in the compound and srrpervises the whole institution, 
(2) A whole-time Accountaut on Rs, 10 per month, (3) a butter maker on Rs, 9 per 
mouth, (4) 2 salesmen on Rs. 6 per inoiith, (o) 1 bbistr on Rs. 3 per month, (6) 1 sweeper 
on Rs.. 2-8-0 per month, (7) .1 chowkidar on Rs. 6 per month, and (S) about half a dozen 
members drstrrbnting milk at the rate mentioned above. The total cost of the staff is 
about Rs. 110 per month. 
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. . feaiurex.—'ihe dairy, being at the liead quarters of the Province of Oudh 

IS fortunate in tJie amount of suporrmon ' ivliieh it receives. It is regularly inspected bv 
toe Honorary Manager of the District Bank, tlie Municipal Health Ofiicer, the Sanitary 
Commissioner with Government, the Superintendent of the Ciidl Veteidnary Depaitment, 
and the Officers and StafE of the Agricultural Department as well as bv tlic Beoistrar. The 
Agrieultuial Department have put down a small silo in the compound to'’ demonstrate 
the system of ensilage, and liave presented a bull buffalo to the dairy. The Municipal Board 
hasalso given a bull to the institution. These two bulls serve only dairy cattle, and a record 
of their service is regularly maintained. 

V.—The Shankar, Patti Thakar, Agricultural Co-operative 
Credit Society, Unlimited, Punjab. 


1. Date of BeghlroitoH.—Hmmy <tth, 1012. The Society originated in the partition for 
an older society existing in the inllage since 190C ; and confines' its area to a part (or 'patti') 
of the Jat Sikh village of Shankar in the Distiict of Jullundur. 

2. Constitution and Manaijmeiii. — ^The Society consists of 1 90 menibcjs, undertaking ioint 
and unlimited liability, of whom 02 are shareholders, and 137, a relic of the older society, have 
paid only an entrance fee of annas 8 per head. The Managing Committee, which meets about 
twice a week is elected annually, and consists of the President, Secretary, Treasurer and 3 
members. The value of the shares aic payable by two instalments per year (one at each haivest) 
spread over 10 years. At the end of J 0 years three quarters of the accumulated profits are 
assignable as bonus to the shareholders, ajid the shares may be withdrawn. There is no Super- 
•vising Committee or Sub-Committee ; but the work of rccoveiy is distributed by the Com- 
mittee members amongst themselves. 

3. Sources of Capital. — ^The bulk of the society's working capital is derived from the 


following sources 

Shares ,,, ... ... ... 0,230 

Members' deposits ... ... ... 23,090 

Hon-members' deposits ... ... 11,195 

Accumulated profits (including reserve) ... 1,074' 

Total . . . 41,593 


Deposits are usually fixed for 1 year. The rate paid on them for this period is 0 ])cr cent 
both to members and non-members. Deposits are received from emigrants in Australia and 
America and as much as Bs. 7,000 has been received from one village money-lender. 

4. Employment of Capital. — Of the working capital Bs. .24,221 have been lent out to 
members at 9S per cent. The chief objects of loans are purchase of cattle, fodder, and seed ; 
house-hold and trade c.\peuses ; payment of old debts and redemption of mortgaged Land; and 
costs of emigration (to Australia, Africa and America) . The maximum period ol' a loan is 3 years. 
Usually the bond of the borrower is regarded as sufficient security, but in cases where the bor- - 
rower is not a landowner, one or more sureties arc taken. In only one instance has land been 
mortgaged to a society,- Superfluous funds amounting to Bs. 10,100 have been dejrosited with 
the nei<^hbouring Chuheki Union at 7 i>er cent fixed for one year. As the sooioty holds more 
money 'than it can use in loans to its member's, it does not usually pre.s.s for the repayment of 
the principal of loans so long as it receives interest. Bepayments during 1913-14 amounted 
toEs. 13,000. 

5. Profits and Beserve Fund. — There is no separately iirvested reserve fund ; but the whole 
of the profits are invested in the society's own business. At the errd of 1 0 years one-quarter of 
this amount will be allotted to r'eserr'e and the i-entainder distributed in the form of bonus shares 
to shareholders. 

6. Stajj'.--k\i the officers of the society are unpaid. The I’r'Csident has been appointed by 
the Begistrar to be an Honorary Sub-Inspector and supen’isos neighbouring societies within a 
small area. 

7. Special Fealvres. — The shareholders ar'e very much alive to the value of their interest in 
the accumulated profits and are unwilling to diminish it by admitting new shareholders. 
Through the agency of the society old debts amounting to Bs. ] 0,123 have beeir paid off and 
mortgages to the amount of Bs. 3,583 have been redeemed. Ho member's now re.sort to 
money-lenders and it is reported that the rate charged by mon^-lendcrs to non-members has 
been *sub.stantially reduced by the presence of this 60 ciet 3 ^ During the banking crisis of 
1913-14 dejrosits to the amount of Bs. 19,277 were withdrawn but Bs. 19,599 were received 
as fresh deposits. Since the outbreak of the present war members' dejrosits have r'i.seri from 
B.e, 20,160 to Bs. 23,090 but non-members’ deposits Irave fallen from Bs. 15,311 to Bs. 11,195. 



16i 


VI.— Triplicane Urban Co-operative Society, Limited, 

Madras City. 


Date (./ J?f/7M/r<7//o?/.--Septerabcr SOtb, 1905. 

o Coinitution and Manascrnent.^mnxhatMf is limited to resideats in Madras and m 
the suburbs of xldyar, Saidapet and Sembian.^ The members number 2 /IS. The wk or the- 
societffnlls into two main divisions. Firstly it airnes on ordinary credit busmess and secondly 
rnnintainsa store with H branches for the imi-chase wholesale and distribution retail of 
iw“sn«irtielcs in common iiso .amongst its members. The manacement is vested in a 
Bowlif b rectors elected annually comprising a President, a Legal Adviser and five ordinary 
Sers. Thev .are assisted in their work by certain committees ; (1) an Advisory Board with- 
power to attend" Directors' meetings and to make suggcstiras but not to vote. Each bianch 
ewits cue representative on this Board : (2) an Electoral Board which consists of the A^visoiy 
Srd with the addition of a second representative from eacn branch. They have power to 
elect the Directors and to fill ad inferiw vacancies but may not elect one of their ow n body ; (3) 
Local rnnehayats, consisting of 5 persons, elected by the members of each of the 1*1 biMches- 
and vested with general power to manage the branch under the control of the Board of Direo- 
tor« Their chief functions arc to investigate complaints and bring needs to noface, to report 
on app1ie.ations for loans ai.d to supervise the work of the branch store. _ In addition to these 
the Directors themselves have power to .appoint snb-committcps, of which there are S in exist- 
eiice • (1) tbe testiu" committee whose business it is to test and pass all articles stocked tor 
^alc P) the EdneationnI Commiltcc. who arc cxi>pctod to take mpasures to spread a know- 
iedc^e of co-opei-ation among niemVcTs ami others, and (S', the accounts committee, which 
supervises the accounts and sees that the accnint forms m use .are modified or enlarged in 
consonance with the growing liusiness of the society. 


8 . 


S(-iirces af capital . — ^Thc main sources of capital arc — 


Share Capital 



. 

Rs. 

... 3r,3i'3 

Deposit hy incinbors 

««• 

• •• 

• •• 

... -10.420 

HiscellaneMis items 

• •• 



»»» 3(><50 

Reserve Fund 



tf* 

.M 2a,S2l 


Every member in addition to subscribing and paying up at least one share of Rs. 5 is- 
required to py an entninco fee of annas 1. Dep >sits arc classified as fixed, recurring, current 
and chit funds. Fixed and rcciiriing deposits carry interest .at GJ per cent and current deposits 
at 8^ P‘r cent. The society has never had need to .accept deposits from noa-members. A 
chit fund is a peculiarity of Madras and it< working is described by the Registrar as 
follows • 


“ A defimte number of members unite to subscribe periodically a certain sum cach^ 
The following is a concrete example. — ^There are 16 persons ;ail being members of one chit 
sorieti ) who contribute for 16 months Rs. 25 per head per month. Each month Rs. 400 are 
thus sulisciibed, and the question is how to disp.«se of this amount each time. There are 
three possible methods of doing so ; — 

(1) The " head and tail ” or lottery system in which lots are east eveij- month 
amongst members who have net already drawn a lot and the amoimt is paid in Ml to the 
person whose name is drawn. This is open to the objection that the member who draws a 
lot earlier reaps an nndue advantage over his less luckv brother who draws a lot in one of the 
later months. 


or " discount lotlery ” system This system aims at equalisino* 
benefits, so that the winner of a lot get.s the amount less a deduction for interest at a fixed rate^ 
These deductions am divided at the end among the several members.. But in this method the 
pool may go to a person who may not want it just then and who would have to find another 
investment for the money. 


(b) The ''anrtion chit” system. — Here no lots are cast, but the amount subroribed is 
auctioned to the bidder ot the hi-best discount. The successful bidder receives the amoLt 
less the discount hid Here too there is a disadvantage because when competition is keen, very 
high discounts are bid so that the Wvolent prmcipie cf co-operation and mutual' hel? 
underlying these institutions is replaced by extortionate bargain driving. This defect £ 
remedied by aiwovision m the byelaws to the effect that the discount shall not exceed 9 per cent 

niontbly meeting aftfr wluob, 12 mcntlis will Y6t- liav6 to mn tlio *. 1 . u i* a 

4 S j., B., 400, .l.t i., IcW J S. So SSJ 

f from the chit fund system withouLt the sa^e time ^aUoSTny ' 

scope for the several possible defects of method noticed above. Members of a saZy ^ no 

or the auction chit s^tem 

but the later alone has in actual practice been adopted.” ' system 


51 
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The_ society obtains its profit by deducting 1 anna per rupee o£ the discount obtained and 
■dislributing the remainder to the mcmbei's partaking in the fund. 

4. JEmplni/mci>t of Capital — Rs. SO, 310 are on loan to members as ordinary cash advances 
usually repayable in one year. Mortgages of real priiperty, Government Promissory Notes and 
insurance policies arc accepted ns sccurirics in addition to personal sureties Tlic rates charged 
•are per cent or per cent according to the nature of the security offered. The remainder of 
the working capital is utilized in tho business of tho society’s shops, llnring the year 1018-14 
the sales amounted to Bs. 0,40,117. All sales aro for cash. 

5. Profits and Jteseive Fund . — The entire profits of the credit branch aro tnkon to reserve. 
Of the profits of tho distributive brnnoli,ono-forth is carried to reserve. A dividend at per cent 
per annum is then paid on shares. Of the remainder two-third are distributed as a bonus t,o pur- 
■ohasers, working out last 3’ear at a rate of 3 pies in tho 'rupoo. Tho remaining cno-third is 
credited to a common good fund which is utilized f«»r the upkeep of reading rooms ntlaohed to 
the society’s office and its branches. 'I'lio whole of the resorvo fund is invested ns a fixed 
•deposit at 6 per cent with tlio ]\Indrns Central Urban Bank. 

0. Staff . — Tho Staff consists of the following:— 

A Socrotnry on Rs. 85—7^ — InO — 10“1‘20. 

Ono Auditor, Rn.oS. 

. OflicQ ^ilnnnccr, IIk. 50. 

8 ClorKs, Rs. 20-2-80. 

•10 OlorUs, Rs. 10-1— -i-X 

Chokrns niul siilcsmoti, Its. S.J— J — 10. 

The auditor is a man trained in boolc-keoping and tho theorjf of banking aud oommoroo. 
Ho is assisted and supervised hy two honnraiy auditors oleoted bj' tho gonor.il body of mnm- 
bors. 

7. Special feat ures . — The Madras Bullet in of Co-operation wbicli was first published at 
the Cost of Government bj' tho Registrar in 1900 as an official organ of Co-oporativo Intelli- 
gence was transferred to the society in 19 f.S. It. is now edited hy tho Bducatianal Committee. 
Official oireulars and notifications are published in it, reports of Conforenoos aud other Co- 
operative activities aro recorded, and inisoollaneouB contributions aro rooeivod from Co-opora- 
tors throughout tlio Pro-ideiicy. 

VII.— Nandawgyun Co-operative Cattle Insurance 
Society, Limited, Upper Burma. 


1. Date of Fcffiitraiion . — December 28th, 1911. 

3. Consii/iition and Mantigcinent . — Membership of the sociefy is confined to residents 
in Nandawgyun village, who own plough cattlo and are .also mombors of tho village co-operative 
credit society. The members number 37 owning 40 insured cattle. No animal is accepted for 
insurance other than bullocks .and male and female bnllaloes between tho ages of 4 and 13. 
The society is managed bj' a Committee of .I meinbors, which mot twice during 1913-1't 
and which is elected by the gcnerol meeting. The Committee men retire by rotation, two 
every two years. There is also a Commitb'e of 3 experts elected by the general mooting to 
examine all cattle presented for insuriuieo and to check and fix finally tlioir- valuation. Vahi- 
utions are revised eveiy six months. 

3. Sources of Capital . — The society Is not fin.anci.ally connected in .any way with tho 
local credit society, except in so far as it deposits its snporfluons funds in it. Its capital is 
derived from the preaiia of members which are levied at the rate of u per cent on the value of 
. the animal insui-ed .and are pa^aablc by two six-monthly instalments. Tlio premia received 
during 1913-14 amounted to Rs. G4-13-0 and an indemnity of Rs. 31-10-9 was paid out. Tlio 
accumulated funds of the society now .amount to Bs. 6.3-5-0. 

•1. Bmploymcnt of GanHal . — In tho event of the de.ath of an insured animal, an indemnity 
of 3-:’>rds of the value of tho animal insured, less the value of the hide .and carcase, becomes 
pay.able, e.\copt in cases where a third person is legalty liable for the de.ath or where it is 
, c.auBed by a contagious disease in de.afiiig with whicli the owner has failed to corajfiy with tho 
veterinary rales. The v.ahie of plough cattle is iKually from Rs. 40 lo Bs. oO. Up to d.ato 
four animals have died and the indemnities been duty paid. In the event of the funds 
received as premia during the year proving iiisiiflicicnt to mi.“ot all ol.aims, Ii.alf of the reserve 
fund may be drawn upon in an^' one year with the Registrar’s sanction to meet the deficiomy. 
If the funds are still insiiflleiont, the imiomnitics for all .animals that Jiave died during tlie j'Oar 
must bo pmportionatety reduced. 

.'). / rfl/f/s Tlio funds .are classified as (<») the general fund, consisting of 

all jiremia paid during the year and (4) the reserve fund, consisting of all lines, entrance 
fees, donations, excess of receipts over expenditure in previous j-ears and interest accraing on tlio 
invested reserve. 

fi. Staff — The Chairmen and Secrebarv are honorary’. The society is supervised by the 
Insjiector of the N.andawg^’un Union as well .as ty’ the Government stuff. 

7. Special- Nili 
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APPENDIX III. 

CATALOGUE OP OPINIONS AND EECOMMENr3ATIONS. 
NON-CREDIT SOCIETIES. 


I. Non-credit, societies .ire important, and deserve enoonragement, provided they 

.spring' np spontaneously and there is a snffieient competent supervising 
and guiding staff available 

а. It is desirable to reorganise village industries co-operatively buf. a systematic 

(iiquiry into their present circumstances sboiiUl precede any action ... 

5. Urban non-credit societies designed to carry on ordinary trading should be 

legistcred with caution and only when they clear!}* fall within the 
terms of the explanation cont.iined in the preamble of the Act 

4. Advantages to bo o.vpectod from crc.ition of non-credit societies for sale and 
prodnoiion ... 

б, Ad-'ption of Cattle Insurance recommended : the Burma system most likely 

to be preferred 

6. Undesirability of waiting for acluarial data or for general application of 

prophylaclio measures in cattle diseases 

7. No primary or central credit snoiefics should he permitted to undertake any 

liability on hoh.-iU* of cattle insurance societies 

8. A central cattle reinsurance society is necessary, and CTOvornmcnt backing 

to such an institution is unobjectionable 

9. Hail Insurance societies advocated ... ... ... ... 

10, Agricultural non-credit societies should ordinarily be annexes to credit societies 
and when a society undertakes the supply of seed or implements, it 
slumld oidinarily act purely as an agent and should not itself become 
owner of the goods »•* ••• ••• 

II. There is no objection to sound non-credit societies being iinauced by Central 

Bants ... ... ... ... ... ... 

12. The Agricultural Department should assist societies for distributing improved 
seed anU implements provided experimeuling is avoided. Control of 
such Eoeietios to rest for some time with Kegist.rar .and not with 
Director of Agriculture 

18. Dealings with uou-niembets should, as far as practicable, be avoided 

CKEDIT SOCIETIES. 

A. — Noir-AGBICULTCR. 1 L. 

14. The policy of spreading co-operation primarily among agriculturists may be 
relaxed and it may now be recognised thiit the needs of the industrial 
and non-agriouUuval population call in their own degree for equal 
attention 

16, Liahili^ in non-agrioultnral sooieties should only be limited when the 
clientele .are well to do and close mutual knowledge is n«t easily obtain- 

16. Urban societies useful as a training ground for spreading bankino- princinles 

but should be practically self-supporting ... ^ 

17. Employes' societies are diffioidt^ to manage and require the support of the 

head of the office and facilities fer leeoveiy by deductions^ from nav 
sheets. The msnrance of members in the Post Office Insurance Fund 
IS aesimole ^ 

*** ••• 

IS. Societies among the poorer urban classes need special encourao-em-^nt ii ov- 
ernment help m the maintenance of an efficient clerical “staff is lusti- 

n.Q<uiQ 

**• ••• ••• 

B.— Agricultuiul. 

19. Well conriderecl schemes for establishment of mortgage associations for landed 

gentry likely to be of great value wuucu 
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yo. Paras. 

20. Uniformity <if noriKsicl.it lire {? (It'siwWe. Institutions dealin? with iiidivi- 

dij.'ils >liiuKI ?)c known »« •'pritn.nry s-K-ietic'*" or "socictios. '' All 
frdcr.il in'tit>:tio!is coir-titutcd of th*>sc ‘‘primary sowties/’ if they 
do bjnkinc; h'Ninos?, .should Iw known as“Cenfr:d H.-inks, ” nnd if 
they provide supervision nr fTtiarante® only, should 1>o termed ‘.‘Unions.” 

A lank deatini with Central P.mks or t'oeieties throuphont a whole 
provinco .-h'uH ly; cilleJ n *■ Provincial Bank- ” ... ... 21 

I. — PRIJfACY SOCICTIES. 

(J) CottfUhdton and ilnnagetnent. 

21. llic Kopjatrar is ro.sp nsihlo for scoiiiir that societies are organi.scd on sound 

lines ... ... ... ... ... ... 2*f 

22. The area of a society shonld be nstrietetl so that nicmbcr.s maj* he mutually 

arqu.aintod and cxcrci.so mutual control. The general rule should be 
one Fceicty to one village ... ... ... ... 26 

23. MemlKT-sIiip .•should .start small, increase gradu.ally and not exceed a maximum 

varying between oO and 1 (10 ... ... ... ... 26 

21. Krclusiveness depreeated but no attempt should be made to force poor mem- 
bers on a society .. ... ... ... ... 27 

2.'i. A deliberate mixture of occupations within a primary society not recommend- 
ed, but societies adiliatod to a Central Bank may well represent variou.s 
cmip.ations ... ... ... ... ... 28 

20. The Eegisfrar before registmtion requires information about the cimractor 
of the applic.ints and their knowledge of co-opemtion, their deht« and 
proprrty, the amount of working c.apital available locally and thotneans 
of supervising the society ... ... ... ... 29 

27. Careful tcncliing of co-operative principles before and after registration is 

essential. It is advisibic to lay slown the main points on which 
emphasis i» to bo placed by teachers ... ... ... 80 

28. Tlie Honorary Organiser who forms a society slinuld where pcssiblc supervise 

and Irani it ... ... ... ... 31 

29. The (tacliing of co-operation in primary schoris is not advocated ... 32 

:>0. The SetTetory sliould be a local man and confined to purely clerical work. 

Villoire aceountonts usually tinswii.ablo for the post, but soboolmuBtors 
ar>' uiiobjcetionablo. (Jroup secretaries arc deprecated ... ... 33 

31. It is iiieiimb.'iit >>u Kegi.strar and bis staff to tee that the Commitlco is not 
bcy.iRil the oiiSrol of the General Meeting, and does not leave its 
fun;’.: >TH t.. .Tie or two of its tnetnb.Ts ... ... Sf 
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89 In oases where shaves are repayable to their holders after a stated period, 

* "thcvo are cortain difliculties ^Ylltch should be seen to as opportunity 

offers ... 

40. A maxinmin limit should be fired on dividends ... 

4)1. It is permissible to obtain share capital by deduotions from loans granted 
to members ... ••• 

42. An-rioultural credit societies whether with or without shares should ordinarily 

he based on unlimited liability ... 

43. PriinaiT societies should aim at getting as nineh loaal deposits as they^ c.an, 

hut should n:t try to attract them from .areas served by other societies. 
■Deposits should be strictly local and surplus amounts sent to a Central 
Bank 

44. To encourage deposits by memhevs it is yustifiable to offer slightly higher 

rates on them than on those of non-members 

45 . As a means of inculcating thrift small instalment shares preferable to 

compulsory deposits ... .•• ••• 

46. Current accounts and deposits at call should be prohibited. The term of 

deposits should not. ordinarily ho less than one year. To secure longer 

terms higher i-ates of interest should be offered 

47. Short term deposits for not less than one month may be permitted to meet a 

demand for short, loans repayable at harvest ... ... 

48. Short-term deposits if made in the form of savings depodts, stimulate thrift 

and ought to be encouraged ... ... ... ... 

49. Competition between eo-operative and post oflice sa\nng< banks discussed 

and reasons given why this should be welcomed 

50. A limit should bo ftsfd to the borrowing power of a society by the tiousml 

Meeting once a year in the manner described in paragraphs 141-3 
and this should be snbjcot to Registrar's control 


51. Deposits which the society is vmable to use in lo.ins to members should be 

triutsferred to Central Banlcs which should offer spBcially favourable 
rates for snob money. Societies should not be prohibited Ir.xn accept- 
ing deposits within their maximum borrowing power although in 
excess of the limit fixed for the local borrowings of individual members. 
They must be rosponsitfic to the dopositovs and cannot transfer their 
liability to Central Banks which however in event of their inability 
to accept such deposits should notify primaries. All deposits above 
their maximum bornwing power should bo refused by societies 

52. Care should be taken to repay deposits punctually and to instil eonfidence 

in depositors by allowing them to see accounts and attend meetings. A 
general conditum allowing compulsory renewal in time of stress not 
advocated 
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54 


53. Repayments of long term deposits before maturity should be made only 

rarelj’’ aud when a substantial reduction of interest is accepted ... 55 

64. Loans from one society to another should always be made through the 

medium of a Central Bank or Union ... ... ' ... 66 

55. Rapidly increasing reserve funds not a danger ... ... ... 57 


Employment of Capital. 


56. Loans to meet seasonal agricultural demands should be distributed at one 
ttme Special urgent demands may be dealt with by a quotum of the 
Committee or the Cbnirman himself subject to close restrictions 

67. For tbs custody of cash balance special arrangements may be made at 
Government 'fteasuries or Police Stations, or the roles of the Post 
Uthec Savings Bank may be relaxed in certain points ... 


58. The maximum borrowing power of a society, i.e., tlie limit up to 
£un^ ® will pledge its credit should be fixed by the General 


59. The maximum normal credit for each member should also be fixed 
General Meeting, Loans in excess of this limit should not be 
by the C omunttee without reference to the General Meetin» 


at the 
granted 
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83. rictitious.idjuplmonts of l'>.niis (/.<?., rccnvereil nnrl ro-iidv.Miiccd .it once) should 

be brought, to notice duriiur an inspection, and should be checked by 
insistence on a proper reliition lierween money recovered from members 
and money remitted to a Cent ml Blink 

84. Rules should ho framed by 1.00.11 Governmouts to enable di.«putes between 

societies and their menilier.s to ho referred to arbitiatiou ... 

85. The decision of the Rcgi.ilrar or awards of arbilmtors should bo executed 

in the same manner as a decree of a Civil Court, and not by any special 
proec.ss. A resuir.e of the provisions of the law do.iling with the 
recovery of agricultural debt.« mighr. bo supplied to all courts and 
spcicties; and courts instructed in the absence of special reasons not 
to ufc their dis-crclii'iiaiy power to reduce a society's ordinary lend- 
ing rate ... ... ... ... ... 

SG. Recoveries should he made hy a society and its .staff, and not by the help 
of any outside supervising agency or the staff of the Ilegistrsr or 
Collector* ... ... ... ... ... 


87. The trc.niiiigs to ho applied to term “rescrr'c fund ” and fluid resource *' 

explained ... ... ... ••• ... 

SS. Priraaiy societies shiuild itc allowed to ri.so their Re.«erve l*‘nnds in their own 
business, piovided I heir alulity to i*cpay deposits on due date is scoured 

89. To ensure the reserve fund growing a' rinicklv as pi'.s.sililc the margin of 

interest sbiuild he hci't a« high as possilde nniil n .society heconic.a 
independent of out.side as-istane.* ... ... ... 

90. No rcslri(’t:oiis need placed o'> the cl.atilahlo ohjeots to which a portion 

cf the jirofits is devoted, other tii.in (ho-c contained in section ;J1- of 

the Act ... ••• ,,, ,,, 

91. Societies should not he U'cil to promote sanitation, education and village 

improvement except when the society ivprc.*'cnts the whole village and 
undoita[;o.s such work spontaneously* 

92. A Registrar should dissolve a society as soon as ho is satisfied that there is 

no hope of eventual sdveiiey oi progiess 

9S. "l^'licn the Co.cjiorativc .Si'cicli's Act is next revised, provision should be 
made for the siimmniy recovery of mcnibcr.«' debts by a liquidator on 
the canccll.ation of a sccicty’s registration ... ... 


Avi^il nvfl Sujirrrmoii. 


94. Constant audit ai.d suj-ervisii n is essential to success and should be provided 
for 

••• ••• ••• 

96. The term auditor and its dei'ivativc.“ should bo enfined to the staff 
chiefly engaged in audit, amt the tr-rm supcivisor and its dcri- 
v.atives to the staff cbiofiy cng.ogcd in super vision. The terms ‘ins- 
peclicn’ and ‘errpiiry' should be contiiicd to the processes mentioned 
in sections 35 .and 30 of tlip Act 

90. Two cpntrolling ffiVcr-sshnildbo empbyedin each province and there should 
he a Rsgistrar ir .loiiit-Rfgistrar for every 1,000 or fraction of 1,1)00 
societies registered. They sli. uld be well versed in co-operative 
liteiaturc iclnting to all countriis, and should, if possible, have gained 
fomc I eisonal «xj erience of the subject in Europe. Necessary assist- 
ance siiould be given, but Assistant Collectors seconded for ti*ainirig not 
to be looked on as assistants ... ... 


97. The clerical staff of the Registrar and his Assistants should be adequate ... 

98. The audit should go beyond flic bare requirements of the Act and include 

an cnquiiy into all the circumstances wliich deteimine the general 
position of a society ... ... ... ...' 

99. The audit staff should be responsible to the Registrar and mainly controlled 

by him. Its primary object should be to assure Government that the 
societies, started ihrough its agenej-, are developing on sound lines ... 

100. A staff should I c maintained by Government for undertaking super-audit 
».e., a separate and complete audit made at periods of 2 years or more. 
A Government Auditor sliculd audit about 100 societies per year, and 
should not be given educational or propagandist work to do. Recess 
and variety cf work, however, are essential to prevent staleness 
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101. A staff should be maintained by the focieties themselves for making the 

original audit. It should be such as the Ilcgistrar can rely on aud bo 
controlled by him in consultation w’ith thu contributing societies. A 
single cadre'shonld be formed for a whole province and maintained hy 
a levy on the societies, or by an cnhancemeijt of the interest -charged 
to societies ••• ••• ••• 

102. Educational qualifications are not at present considered necessary for 

auditing and supervising staff .. ' ... ... ... 

103. A regular form <i£ audit report should he prescribed; hut details should not 

be too minute. A cop;.' in vernacular should he supplied to every 
Eoaiet}'-, and the original should be seen both hj' the financing agene3’ of 
the Society and the Kegisfrar ... 

104. Government would be justified in contributing to the cost of the audit of 

societk-B with unlimited liability among low castes. In ordinary urban 
societies and in intricate cases Ilcgistrar should make special arrange- 
ments ... ... ... ... ... ... 

105. The soeietifB themselves should provide the staff ref|uired for their own 

supernsion. It should be eontrolied hy them and not by the Ilegist- 
Tsr ••• ••• ••• ••• *"* ••• 

106. A revision of the forms and system of Annua! Returns is recommended ... 
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II. — CE.VTIlAt. BaKKS. 

107. The decentralization of siipervifional work secured by Unions emplo^-ing 

their own paid Secretary very valuable. The system of guaranteeing 
Unions employed in Burma as a link between Primary- societies and 
Central Banks is full of promise and should be tried elsewhere. Such 
Unions should supply mutual superrision, assessment of credit, an 
agency for the recovery of loans and some form ol joint guarantee for 
loans taken through them ... ... ... ... 101 

108. It is advisable that primary societies should seek loans and cash credits 

not from joint stock banks but from Central Banks which ehsuld be 
under co-operative control ... ... ... ... 102 

Comliintion and Management. 

109. Central Banks of which the shareholders are individuals should not he 

regisl-ered if they propose to grant loans to any other or 

institutiouB except to co-operative societies, or to undertake any out- 
side banking business. Tlie byelaws should include provisiu.ns limiting 
dividends, and the directors should maintain an independent staff 
for assessing the credit of boirowiag sodetie®. It is the It'igistrar's 
duty' to see th-at the contract between the Central Bank and societies 
is not unfavourable to the latter. In any case this ty-pe of Central 
Bank should gradually disappe-ar ... ... 105 

110. Central Banks of which membership is confined to societies, though 

desirable in themselves, are seldom competently' managed, and do not 
leave room for the help of the middle classes, and should therefore he 
postponed to a later stage t, ... ... lOG 

111. Central Banks of which the membership includes hof h individuals and 

BOeieties, trill usually he best fitted to Indian conditions, but provision 
should be made for gradually' reducing tne number of non-working 
individual shareholders ... ... 107 

J.12. The area serv^ by a Central Bank should be defined and as far as possible 
should coincide with some administrative dh-i-ion, such as a district or 
tensil, but should ordinarily be prepared wiibin a reasonable time to 
deal w)th 200or'350 soeirties ... ... ... ... 110 

113. Provincial Banks may possibly open local branches in place of independent 

Central Banks in areas n-here guaranteeing Unions are well developed, 
but as a rale a ^stem of Central Banks -will be found more 
efficient ... ... ... ... iQg 

114. The management of co-operative finance being simpler than that of joint 

stock banl^, a Cenfaal Bank may' be competently' managed by' lawyers 
and profesrional men, though trained bankers should be secured on the 
Boa .-d when available ... -i-jO 
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113 The Alanao-eraud staff o£ a Centi-aV Bank, if paid, should be adequately 
uaid. °Tlie Resrisferar should be satisRed that the supervising staff 
niaintaioed by it is adequate and efficient. Such a staff may properly 
assist voluntary applicants in forming ni.v societies 

116 Central Banks which admit sooicties as shareholders should grant no loan 

to any credit society which has not Ettbsoribed to as tiare ... 

117. Non-credit societies should only receive loaM i£ they subscribe to an 

qnate number oE shares and offer sufficient security. Central Banks 
should not finance insurance societies ••• 

118 There is no objection to Central Banks working as book banks, provided 

118. •Lbere « rcspiusibility for losses incurred in 

transit of funds ... ••• 


Pab/ls. 


111 

112 

112 

113 


Composition of capital. 


119. There is no objection to the discontimiatian on the pirt of Central Banks 

of the practice of levying affiliation fees 

120. All shares in a Central Bank should preferably be on one footing. But if 

it is absolutely uecessary in order to attract local o.ipital, the abates 
assigned to individuals may carry preference as regards dividend, but 
not cumulative dividend ... ••. ••• 

121. It is simpler if the shares held by societies and individuals are of uniform 

value ... 

122. Societies should ordinarily be vcquire.1 to take shares in their Central Bank 

in pvopirtion to the amount o£ their borrowings from it ... 

123. Every shareholder in a Central Bank should have one vote only. If there is 

a difficult}' in raising capital. Local Governments may properly author- 
ise individuals to hold shares in excess of tbo statutory masimtim of 
Rs. 1 ,000 but otherwise the limit fixed by the Act should be adhered to 


124. All shares held by individuals should be fully paid up. Reserve liability is 

permissible in the case of shares held by societies 

125. Reserve liability should be vestricled to the face value of the shares .and not 

to some multiple of it ... 


126. The rate of dividend should he limited by rule. When most of the shaves 
are held by societies, the maximum should be the same ns the average 
lending rate. When the shareholders are chiefly individuals, it should 
not exceed the average rate paid on deposits by more than 2 or 3 per 
cent. Bonuses should he prohibited 


127. Deposits by primary societies in Central Banks should consist of (1) excess 
deposits received by them and passed on, and (2) small deposits for 
short periods. Reserve funds should not be deposited in them 


128, The opening of current accounts is deprecated, but in places where hanking 

facilities do not exist may be permitted, A low rate of interest not 
exceeding 2 per cent, slionld be paid on such accounts and the whole 
amount so held should be covered by cash or Government paper irres- 
pective of fluid lesontces kept to cover other liabilities 

129. Savings accounts may he opened on behalf of members and non-members 

provided that 75 per cent of the amount so held is covered by cash or 
liquid investment, that the maximum accepted on one account is small, 
that notice of withdrawal is required and that they are not allowed to 
become current accounts 


180. Central Banks should make every effort to obtain deposits sufficient to meet 
all their needs and may draw them, from any area subject to such res- 
trictions as may be found locally advisable 


ISl. The averaae period of deposits should not be less than the average period 
in which loans are repayable. In arranging to repay deposits banks 
should not cuunt on renewals or fresh deposits but rely on stipulated 
repayments of loans, and should spread receipts and payments as far 
as possible over the whole year ... 


182. To meet all charges entailed by_ our recommendations Central Banks require 
a 3 per cent margin and primary societies the same ... ^ . 
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133. Special care should be taken to repay deposits punctually. The intentions 

of depositors with regard to renewals should be ascertained in advance 

134. Central Banks should be allowed to regard the undrawn portion of any cash 

credit granted to them by a Presidency Bank as a fluid asset 

135. Cash credits with Joint Stock Banks of recognised stability also constitute 

legitimate fluid resource. The Begistrar should introduce Central 
Banks to Joint Stock Banks and furnish the latter with any informa- 
tion they require. Joint Stock Banks should be expected to e.xamine 
the position for themselves and not to rely on Government support 
for repa 3 'ment ... ... •.. 

136. Loans by Central Banks may with the Begistrar’s sanction be made to 

other Central Banks. Loans between Central Banks should cease as 
soon as a Provincial Bank is started ... ... ... 

137. Banks should raise capital by means of long term _ deposits rather than 

debentures, unlc-s in very special cases they arc in a position to secure 
debentures on immoveable property ... ... ... 

138. Share capital jilm reserves should be at least 12^ per cent of total liabilities 


Ritijiloymenl of capital. 


139. Central Banks should not sjrant loans to individuals, nor should they under- 

take any outside banking work ... 

140. A Central Bank should assess the credit of an affiliated society after re-examin- 

ing and testing either by its own staffer through a union the society's 
own estimate of its borrowing power and the data on which the society 
has fixed the normal credit of its members and considering the soeiety's 
needs and its own existing funds ... ... 

141. The data required by a Central Bank should include a valuation of (1) the 

moveable and immoveable property of the members of a borrow'ing 
society and (3) the earning and saving canacity of the same members. 
These data should be used to check conclusions based on the character 
of the society and on its past record 

143. "Where a union exists the valuation mentioned above should bo made by it; 

where not, by the Central Bank. Responsibility for the making of the 
valuation should be undivided. The Registrar should have power to 
require the reduction of the credit of any society 

143. Loans should he sanctioned as far as possible all together at one or two 

main seasons in the year ... ... ... 


144. Central Banks should accept the opinions of Unions vritb regard to the 
purpose and amounts of loans, but in case of insufficiency of funds to 
meet all claims may refer back to the Union 


145. Subject to the condition that the terms of loans must depend on the terms 
for which deposits are held and that rei'ayments due within a given 
period should exceed the deposits falling due within the same period 
Central Banks may grant leans either recoverable in fixed instalments 
or on pio-notes ncminally p.'ijmble on demand, the society's rcfay- 
ments corresponding with the repaj-mcnlc made by memhers 

140. Cash credits should be freely opened in favour of thoroughly well-managed 
societies 


147. Tlie security taken from a borrowing societj’ should ordinarilj' be a pro* 

note. Shares held by societies in Centra! Banks should not be accept-- 
ed as security for a lean tbcugh deposits may be 

148. Bales charged on loans should he below bazar rates but should bo high 

enougli to allow of a wide margin. Bales may varj' on a definite 
system with reference to the character of the hon-owing societt’ .-md 
the length of the loan 

■*- WWW ### WWW 


149. iloney recovered from members should he at once available for repayment 
fjy a society to a Central Bank. The Central Bank should supervise 
rcco\ cricks but need not prepare llhiB of overdue loans ,,, 


]50. Central Baul:* should not ordmarily institute proceedings against defaiilti 

exercise pressure through their st 
tt" A Begistrar to take action under section 86 
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151. After providing fully for flnkl resources, a Central Bank maj- legitimatelj* 

use balance (if any) of rcsen-c fund in its own business " ... 15a 

163. To meet contraction of credit Central Banks must keep fluid resom-ces ... 153 

158.- These should be sufllcient to meet half deposits due during the ensuing year, 
supposing no fresh deposits or renewals wore made and no repayments 
received ... ... •.• ... ... 155 

Ihi. Pluid resourecs only to be utilized when other sources fail ... ... ' 156 

165. The fluid resources of a Bank must suflice to meet its own requirements and 

those of societies which Lave entered into arrangements with it ... 167 

166. Standard of fluid icsourees to be rc.'idjusled quarterly ... ... 158 

167. Superfluous funds to bepassed on to Provincial Banks ... ... 159 

158. In calculating net profits for purposes of distribution, Central Banks should 

always deduct interest accrued and overdue. Interest earned but not 
due should be shown separately in the profit and loss aeconnt ... 160 

159. The provision of eontingent or bad debt fund is desirable in the case of 

banks which only place the legal maximum to reserve ... ... 161 

160. Building funds are permissible, provided that they are postponed to the 

provision of an adequate fluid resource. Where such buildings serve 
also as agricultural clepits Government may properly eontribute to 
their cost ... ■*. ... ... ... 161 

Audit and Supervision. 

161. The audit of the accounts of Central Banks may be entrusted to expert out- 

side agencies or made by the Begistrar’s staff. Suoh banks should 
bear the espense c f tlicir own audit ... ... ... 16S 

163. Cential Banks should jmblish and distribute balance sheets and annual 

ic]orts. Hicy should coutain more details than at present ... 168 

163. In addition to their annual returns, Central Banks should submit quarterly 

statements showing especially their liabilities to outside ei'editors and 
their progress in the formation of fluid resource ... ... 164 

III.— PKO^^KCIAL BaKKS. 

164. It is necessary that a Provincial Bank should be started in each of the major 

provinces ... ... ... ... 166 

165. The Provincial Banks should not be started on an extravagant or unneces- 

sary large sc.alo ... ... ... ... ... 169 

166. Share capital plus surplus assets fund should not be less than one-tenth of 

total funds borrowed from outside ... ... ... 169 

167. Sccictissand Central Banks should be represented in the management of a 

Provincial Bank and should be j laced in such a position that they are 
able within a reasonable time to secure a majority of votes in 
the geneial meeting. At commencement individual shareholders 
maj have a preponderating in Quence ... ... ... 170 

168. It is not, hc v-’cver, necessary that societies and Central Banks should have a 

doir.inaliiig voice cn the Directorate of the Provincial Bank ... 171 

169. Shares should ordinarily be of one class. Eeserve liability not advisable 

on individual shares hut unobjectionable on societies' shares ... 173 

170. All Central Banks shcnld he afliliated to Provincial banks hut where there 

is no Central Banka Provincial Bank may lend direct to primaries ... 173 

171. Deposits fixed for longest possible terms should be secured ... 174 

173. Deposits at call should be covered to 75 per cent of their amount by fluid 

resources ... ... ... ... ... 174, 

173. No prohibition should be placed on savings deposit accounts ... ... 174 

174. Provincial Banks should not place too much reliance on cash credits, and 

should strive to accumulate good reserves and strong holdings of 
liquid securities in orderto be more independent ... ... 175 
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175. The Provinsial B.ank should maintain a fluid resource sufiicionb to 
coverall possible demands against itself for a period of onc'third of the 
ensuing year together with all thepossiide liabilities to be met by anj’ 
afliliatcd Central Banks for wliich it has undertaken to provide cover 
within the same period. For this service to Ccntr.il Banks it should 
charge a commission or higher rate of interest. It will bo found con- 
venient to concentrate whole fluid resource at apex of s 3 -stem 

17G. Provincial Banks should be prohibited from undertaking outside banking 
business, except in so far as it is necessary' to deposit spare funds for 
short periods in outside institutions 

177. A Provincial Bank may legitimately be reluctant to lend its superfluous funds 

to another Pro^nnoial Bank unless the borrowing bank lias snflicicntly 
proved its credit worthiness, and the lending bank is able itself to 
csaminc acd verity flic flnanctal position of the boiTOwcr ... 

178. A separate audit of the accounts b}* a Chartered or Incorporated Accountant 

authorised by the Registrar is desirable. The whole expense of it should 
be borne by the Bank. Further duties of supervision and enquiry 
appertain to Registrar and cost is dcbitabic to Government 

179. Provincial Banks should submit the s.amo returns ns Central B.aiiks;and 

should be supplied by the Registrar with copies of all returns received 
from nflili.atcd Central Banks. They should publish and distribute to 
sbarcboldcrs and depositors annual balance sheets and reports 

Public Aid. 

Concessions. 

180. '\\Tien Suh-Registmrs of deeds are paid b 3 ' fees, Government sliould 

make good to them loss caused by the exemption of co-oporiitivo socie- 
ties from Registration fees ... ... ... 

181. Exemption from stamp duty on cheques of individual members having 

current accounts uunoccssary 

183. Provided undue oilicial influence is guarded against, co-operation ought not 
to be deprived of moral and financial support which Government 
tervants give it 

183. Dcjinsits by’ Government ofllccrs in Provincial B.auks should be absolutely 
unrestricted and in Centm^ Banks also with the exception that in tho 
district in which ( Hicers of 'the I udi.an Civil Scivico are serving they 
.should be reported and witl'idi’.iwn whc.i opportunity oilers 


184- 


^leinbcrship of non-agriculturali societies intended for Government servants 
onh’s hoiild be free to all Giovernment servants 

185. As regard* other oflicers it is matter for local decision bat with tho 

exception suggested in p.nr.agraplis 18B and 190, oflicors of the Indian 
Civil Service, Provincial C^vil Servioc and subor.linalc Civil Service 
should be prohibited from ' accepting without special sanction any post 
in tho Managing Commiltnc or JJ.xccutivc Staff of any co-ojicrativc 
society or bank V.. 

186. Dcvolutitm of powers of Rcgistnj.r on District officers not recommended ... 

187. District or .Sub-division.al olficcrsl may be Clwirinen with or without a place 

in executive conunittcc of Central Banks but should not be given such 
a post ex-ificio. Tho 3 ’ shouM, liowever, have a formal right to attend 
inrclings of shareholder.* on Directors and Local Governments m.a 3 ’ 
decide liow best to arrange fon this ... ... ... 

Jlcffixlrar, Dmlopincnl \poir.mhuoner, Atlcitorj/ Officer. 

ISS. The I'ovl of Registrar .•.hould be ma.flo p’Tnwncnt... 

189. The Rejji-itr.ir should be a wljolo-tim o officer and his post should ho included 

ft* a Collector's post in the cavlre of the province and should cany a 
ri ninnerat've local allowanro <if R s. ifiO. He should be eligible for 
I'xeeiitive promotion and he allow’ 'cd to visit orlix his hc-id-qcartcrs at 
a hill -t.ttien so as to keep in toiiesli with Lcciil Government in the 
m,n-:. urinj: r.-as'.n ... 

190. He hbonlil draw travelling .-dl..w.-)noc at fruUia not less than the lii'ghcst rate 

ftc or.iol t > Collector v.-yrtia;; :if }ic3> J of a Department and should be 
all'-'v.ed t ) visit f'tln r provin .-c.- to sit nlv other svstems ... 
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191. Joint Registrar’s posts should carry emoluments equal to those enjoyed by 

a Settlement Officer. An Assistant Collector of three to six years’ ser- 
vice or a Deputy Collector possessed of qualifications necessary for a 
Joint Registrar sWlcl always be in training and the period of this 
training should he one year ••• ••• *•* eat 

192. Assistant Collectors while under training for surve3'’, etc., should be taken to 

visit a few typical sodeties with competent instructors and the Collector 
should take his assistants with him when inspecting co-operative 
societies on tour. Registrar should invite officers of the district to 
accompany him on inspection ... ••• ••• 

198. District and divisional conferences under Collectors and Commissioners valu- 
able. Larger conferences should not be so frequent that they become 
routine. Officers of Agricultural and connected departments should 
attend all classes of conferences ... 

194. Registrar of Co-operatioc, Director of Agriculture, Director of Industries 
° and Director of Fisheries (when that post is concerned with develop- 
ment of the industry) should all he co-ordinated under a single superior 
authority ... ... ••• ••• 

19B. That superior authority should, as soon as circumstances allow, be a whole- 
time officer and he called the Development Commissioner 

196. Local Governments should issue a rule empowering Registrars to^ rescind 

anj’ resolution or act of any officer. Committee or Society which deals 
with controversial opinions of a political or religious character. Posi- 
tive objects of societies might be defined by rule on lines obtaining in 
Raiffeisen societies ... ... ... ••• .. 

197. An expert co-operative adviser with the Government of India recommended 

Puhlic deposits, agricitlhiral advances, etc. 

198. Though seeuritie.s are not trust funds, this legal limitation would not, it is 

presumed, prevent use of Court, of Wards funds for assisting societies 
constituted for the benefit of the Wards’ estate or its tenantry ... 

199. Fi'om a co-operative point of view all deposits whether from Courts of 

Wards or Local Bodies are welcome if permitted. Where risk falls 
partly on Government as in case of security pieced by one of its 
officers, it is justifiable to allow the officer to give it in shape of an 
investment in co-operative institutions ... 

200. Grants by private individuals or local bodies appropriate in case of new deve- 

lopments like dairies and cattle breeding — so long as pauperization is 
avoided 

201. Act XII of 1884 should he amended so as to allow of agricultural loans to 

be made to societies direct. Central Banks may also be utilized in dis- 
tributing such loans to societies ... ... 

202. Similar arguments apply to Land Improvement loans which can suitably 

he given to societies when an Improvement has to be made by joint 
exertions of several peasants. Societies should in that case reduce their 
rate of interest 


financial aid by Government, 

208. Considerations governing financing of members of societies during famines. 
Necessity’ of working to the ordinary cycle of good and bad y’rars 

204. Power to utilize initial Government advances may he safely left to 

Local Governments and Registrars. Such advances need not be 
confined to credit societifis ; but if given to insurance societies should 
be given as suggested in paragniph"i2 

205. Government’s attitude that it disclaims all financial responsibility and 

makes no definite promise of monetarj' report is sound in so far as it 
aims at establishing a self-contained and self-supporting co-operative 
movement by the rejection of a system of money doles and undue 
special concessions ... ... ... 

206. DoabtW if the present Indian Co-operative Rankins system can provide 

fluid resources to the extent necessary for stability and safety 
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207. CQ*oj>ertitivi' lituiUiu;; jjdViitncd Ity liiwn of fitmnro nc or<!ifmry 

brinlciiif'. Co-ojmnilivi) iKiiilcinpiiiiffor*! ili'riljilily Ui;»t pto-wtlra 
of I'tn fiociotiV^ cnnnoi l)(! frcfly iHr:* ninl cotiitii' L.iiiJ.-.ie'innot 
1)0 cxjiuctiiil ID Jtilco up thill litriiiH.* t<i uuy Jipjin-oi il)!*’ Nor 
U’l'ilioiil (cunrnnt"i. from (fiiVmiincfil. tvill IV')viri';i:il IJ.iuI:-! In* to 
ruiw! aipiisil nunicicutly rliD.ijiIy in all f.lvc t|i<; ihJliculty of 

iiinintninin'j uik'iiualn IliiiJ roMtiin i-v. 

208. J(, ill on r.Mjililii'ii for rciIiM’niint thrii flu- prohli-m of pr jvMin.'' n'li'^pia*/* 

fluid roKOiirci'-i (l<!p'.'ndr iifid In lodii Hut-' ia H ) ii;,*. noy to d-v tiii« ... 2J0 

209. railinp cotniiicroiui and I’n'iiidimry iSink*:, Ihu only nlp rnativi) a/p-noy 

FOOIHH (o 1)(! n State e.>"Oprrat!v<- aj.et luul: ,,, 220 
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APPENDIX IV. 

BIBLIOG^RAPHY OF OFFICIAL AND QUASI-OPPIOIAL PUBLICATIONS 
ON CO-OPERATION IN INDIA. 


Abdul Muid Kha^. — 

How to start a Punjab Village Bank 

Agricui/tural and Co-opEEATmE Gazette. — 

Pnblisbed monthlv, -Nagpur 

Badte, K-. B.— 

Co-operative, work on tbe Nira Canal 


... ((7/177 a«d Military Gasette 
Press. Lahore^ 

... {Desha Sevak Press, Volume 
XT, comprises issues for 
1913.) 

... [Bombay Co-operative JRecoris 
Series, Scottish Mission 
Press, Poona, 1914.) 


Contents.— Xecawat of Derelopmeot of imgration in Ifiia Yalley. Foimd.ition of 
the Co-operative Societies. Details of the system of organization and 
nuinii^ment. Ciitidsm. Vethod of sale of jaggeir. Supply of 
artificial manure. 


ClayeoNj H. — 

Buial Devdopment in Burma ... ... ... (Sanyoon.) 


Co7ifeJits . — ^Discnssion of the Rural lafe Problem in Bnrma. The application of 
Co-operation to Agiicnlture. The Danish Example. Local savings. 
Agricultural Co-operative Credit Societies. Co-operative Insurance of 
lave Stock, Side of agricultural produce, Purchase. Bibliography. 


CoxjAss, B. A. — 

Hints on the Starting and Management of Central Co- 
operative Banks— Provisional Issne ... ... (Bihar and Orissa Government 

Press, 1914 . ) 


Collins, B. A. — 

Hints on starting Co-operative Societies with unlimited 

liabihty in rural areas ... ... ... [Bihar and Orissa Government 

Press, 1913.) 

Co-opEKAUos IN India. — 

Kesolutionby the Government of India in leaflet form... [Sttperinfeiident, Government 

Printiiiff, Calcutta, 1914.) 

Crosihwah^ H. B. — 

Primer of Co-operatiYe Credit for the Central Provinces and 

Berar ... ... ... ... [Xappar, 1910.) 

Contents . — C^e for co-operativo credit ; What is Co-operative cu'dif ? Are the 
provinces sufficiently ndrancod for co-oporotirn P Tlie EmnI Sodetv ; 
the Central Bank ; the Urban Society. Appendices, incliidinsr spoeim'en 
bye-laurs of rural societies and Central Raiilts j Specimen Fonhs ; Rules 
and Kbtificiitioiis under tho Aet. Bibliograpliv. 


Ite, Ktran Chandra. — 

Co-operative Credit Sociotio.s hfununl for Unstorn Bengsil 

and Assam ... ... ... "... (lionrPs Manual AV. // 

Calcutta, 1910.) 

Contents ^ — liitn<iliu<tioii, .\et imd Unle.<. Model bye-laws of limiti'd -and unlimited 
Oo'opemllve Cwdil Soeielies. Govevumeut S»'r«iuts Conduct Rules. 
iMiiilel iioeounl. fovius. Notes on (lig;inir.!itiou, Finaueiug, JIanngeinent, 
liuipei'tliiu and .\udit of Oo-ojicralive Soeieties. 

Dutesnes, H. — 

People’s Bniiltii for Norl'boi'ii liidin ... ... [('alert fa, Thacker Spink X 

Co., 1900.) 

Contents. The imdiliuu of umivy and the Milutiou by Co-oporatie;i. Historical 
nlinli'li of Iho (M-ouerative uuoemoul in Germany. Ti:o principles 
i\( rtoouerallim. n«’s ofeiwlif, Advant.-im's of Onr,uu?ation. The 
'I'oWU Ihoil. (l^^«^tlt«li^m and Met)io.ls of liitsiiiess). The S'illa!^» 

IIliuIi. (llMUai'ies and llraln lltuks. The Uaiik at Jlcatouc. Sueri- 
meu vuh'a fov 'l\«wii mid Vniaite Itoiks. 


English, H. — 

Handbook of (lo-opi'intiou lor Iluvmu 

Oeufriit*.'"l''*»".tmt!mi. -'el «i'l 


• • • • . . -l/ii ■ •-•/■i’, 1914.) 

uw.im-o..ii. ac.X On'eni. 

jii\lol hvc-laws of Rameoen nUvl liurrattj Unle-s, Urper 

Burma Ceutuvl Ho'k. Imrratti Urtuii. l'add\-S.\le. Cattle IiisurxnW. 
Csttle Reinsimiiuv. I'"**/*' Svl-.tics, Cattle 

lusuramv.lVjHwits. Central lea Jlv.n rnaeip'.'s. Prcwlare, 

Mecttsl 5lodol Penns. 
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liWBAITK, 11. B. — 

Manual for Co-operative Sooietios in tlie,Bombay Prasidcnoy... {Bomlay Government Central 

Frets, 1014.) 

C'on^n/#.— Introductory ; I Act and llulcj; General Arnimgcniciit o£ Co-opetalive 
!:)Ocictjca ; How to advance loaiM to members ; Accounts forms ; List of 
privilcjgcs; Orfpinization and Alodcl bye-laws of JArnitwl and Unlimited 
a'ocictics. Unions, Central rinaucing Institutions, Seed Societies, 

Granaries, IVcavcrs' Societies, Distributive StorcJ Societies, Alanuro 
Supplying Societies. Inspection and Audit, Litpiiilation, (iovcrnincnt 
Servant.s and the Co-opemtivc Alovcment. Dibliognipliy. 


1?BEJIAN1XE, S, II. — 

Co-operativo Societies in the United Provinces ... {Oth Jjtition, Government 

Press, Allahttlai, 1914.) 


HalleKj Gustav — 

Provincial Manual for tlic Co-operative Credit Societies in 

Coorg ... ... ... {fiootg District Press, Septem- 

her 1903.) 

6’oH/f«/j.*— Tbc object of a Co-operative Credit Society ; Limited and Unlimitd 
Liability. Alanagcincnt.of a Society and its Itule.s of Business. 

HoPE-SlJIPSOX, J. — 

Co-operative Credit Societies’ Manual lor the United 

Provinces ... ... ... {^Proi tsional issue-out o/ print.) 

Keamsge, G. F.— 

Bural Economy in tlie Bombay Deccan ... ... {Longmans Green Go., 191P.) 

Contents.— lani Tenures in tbe Deccan. Labour conditions in tlic Deccan. Exist- 
ing ftato of rural credit, and its organiraiion. Live Stock. Agri- 
cuTtuml dead stock. Tbo Business side of fanning} markcf.s, 
prices, and profits. State aid to agriculture} General principles. 

Work of tbo agricultural department in tbo Bombay J’rcsidcncy. 

MATutAR DuniiEixs or Co-orr-iiATion. — 

Issued monthly ; Volume VI comprises issues September 

1914 to'August 191 5 ... ... ... {PuUishei ly Triplieane 

Urban Co-operative Society, 
3fa(fras.) 


NicholsoKj Sie F. a, — 

Beport regarding the possibility of introducing land and 
agricultural banks into the Madras Presidency. Two 

Volumes 1895 aud 1897 ... ... ... {Government Press, Madras.) 

Contents.— yolaiae I. Part I Europe. Credit and Problem of Biual Indebtedness. 

Beal Credit (Land Banks). Analysis and description of Land Banks. 

Credit Agricolc. Popular Banks in all Enrimean countries Savings 
Banks. Agricultural Associations. Part ILlIadms.^ Existing problem 
of indebtedness and system of credit. Loan Societies (Eidbis). Law. 

Draft Bill- nepstration. Bccommendations as to constitution and 
working of ViUago Banks. 

VolumcIII.— Selection from laws, articles, and byc-Iaws relating toEnropc.in 
Land Banks, Agricultural credit i)roblcniB, Popular Banks, Agri- 
cnltuml Associations, and Savings Banks, and tbo Afadras Kidbis. 

Proceedings of tlie Conferences of Registrars of Co- 
operative Societies in India held at — 

{Government of India Press.'l 
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• •• 

... 1906 

Calcutta ... 


... 1907 

Simla 


... 1908 

Calcutta ... 


... 1909 

Allahabad... 


... 1911 

Simla ... 


... 1912 

Simla 


... 1913 
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Madi'as „ 

Bengal „ 

Central Provinces.. 
Burma 


BehwicKj W. — 

Eeport on the Co-operative Movement in the Central 
Provinces and Berar ... ... {Governmenl Fress, Nagpnr 

1914.) 

Reports (Annual), on the Tvorking of the Oo-opera- 
tive Department in- 

Bombay Presidency 1904-05 Up-to-date — [Printed at Government Central Press, 

Bomhai/.) 

1906-06 Up-to-date — [Printed at Government Press, 3ladras.) 

1904- 06 Up-to-date— bg the Bengal Secretarial 

Booh JDepdt, Calcutta.) 

1906-06 Up-to-datfr— at Government Press, Nagpur.) 

1905- 06 Up-to-daie^(Printedat Government Press, Rangoon.) 

United Provinces... 1904-05 Up-to-date — [Printed at Government Press, Allaha- 
bad.) 

Bihar and Orissa.,, 1911-13 Up-to-date — [Printed at Government Press, Patna.) 

Punjab ... 1904-05 Up-to-date — [Printed at Government Press, Lahore.) 

Assam ... 1905-06 Up-to-date — [Printed at Assam Secretariat Prmting 

Office, Shillong.) 

Coorg ... 1905-06 Up-to-date— at Coorg District Press at 

Mercara.) 

Ajmer ... ^^ 06-07 - TTp - tn d-ite nt .int, Jiirinf l nn Press. Aimer.'S 

1905-06 Up-to-date — [Printed at Government Press, Ban- 
galore.) 

Aimually. 


Mysore 

Baroda 


Reports of Provincial Co-operative Conferences ... [Printed at same presses as the 

Annual B,eporls.) 
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Report of the Committee on the establishment of 

Co-operatife Credit Societies in India, 1901 ... [Oorernmenl of India Press.) 

Statements Showing Progress of tlic Co-operative 
Movement in fndia during the years 1910-11 


to 1913-U 


" [PubJhhed lathe Goxcrnncnl 
of India Press, Simla.) 
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